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Painting by Howard Baer—‘‘ Planting Time’ 
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The Rising China Trade, 1947-way 
R™ vies with wheat as the most important plant food of 

mankind. About one-third of the enormous world crop of 
rice is raised in China. - 

For China, a good rice crop means an increase in wealth Arecibo 
and a rise in purchasing power and trade. American foreign eae 
commerce had its start in the China trade. ne Bl Sentiogo Mayaguez 

: ,; : - ° ~a.° John T. S. Reed is Resident ENGLAND Ponce 

Now further expansion and change in our trade with China Vieo Peacifent tn chaeme of CHINA ‘auton wan. 60 vamniin 

is occurring. Rehabilitation and industrialization will require = °4"_Pranches in China and sangha 117, Old Broad St. Panama 
a . ; ; . Japan. He has made a 28- Tientsin 11, Waterloo Place 
huge quantities of American machinery and transportation __ year career of Far Eastern HONG KONG | won smngAPCRs 

: ; . banking, and National City 
equipment. Already our exports to China are growing by leaps customers are the gainers COLOMBIA Bombay yon 
‘ younds. During the first half of 1946, cash exports were from such professional Bogota 
ind | u id uring I | half 1946, cash exports were aati thet an id Sonasestiha Prony wiaetniied 
three times as high as during the full year 1939. where vast experience is in- Medellin | Tokyo (Limited) Caracas 

dispensable to businessmen, , 






The expert assistance provided by The National City Bank, 
with its Branches established for two generations in China, is a 
boon to the many businessmen dealing in the vast Far Eastern 
market. Consult our Head Office or Branches for information 
about foreign exchange, credits or business conditions. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., New York « 66 Branches in Greater New York 
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W rite for color-illustrated booklet describing ‘‘Overseas Banking Service.”’ 


Sits te VWirld Wile Danktng 


Member Federal Deposit Insurance Corporation 









The biggest sale of surplus property 
in Europe begins this month. American 
equipment worth $1,000,000,000 is to 
be sold “over the counter” on a fixed- 
price basis in the U.S. zone of Ger- 
many. Locomotives and railway equip- 
ment, aircraft and parts, motor vehicles, 
industrial machinery, electrical and 
photographic supplies are included in 
the 60-day offering. 
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American tourists are to be given pass- 
ports for travel in Europe this summer. 
Pleasure trips may be made in the Brit- 
ish Isles and on the Continent. To get a 
passport, Americans must prove that they 
have return transportation and hotel or 
other living accommodations abroad as- 
sured in advance. Some 70,000 tourists 
are expected to spend U.S. dollars in 
Europe this summer. Travel of business- 
men still is to have priority. 
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Denmark is converting factories, 
power plants and railways from coal to 
fuel oil. Coal, imported chiefly from the 
U.S., is inadequate and costly for the 
Danes, who are critically short of U.S. 
dollars. The nation’s fuel oil require- 
ments are to be doubled and will amount 
to more than 700,000 tons a year. 
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Resistance to British woolen goods is 
developing in Canada. Canadians _nor- 
mally rely on imports of worsteds and 
other cloths from England for 30 per 
cent of their needs. Now the Govern- 
ment’s subsidy on cloth imports is re- 
moved. The resulting increase in price 
and growing stocks of fabrics in Canada 
are causing the drop in buying. 
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Businesses in Egypt controlled or op- 
erated by owners from other countries 
now will have to give 75 per cent of the 
jobs and 65 per cent of the pay to 
Egyptians. 


o 0 0 


Farm-machinery production and resto- 
ration in the Soviet Union is falling be- 
hind schedule. A serious drought in the 
Ukraine and other parts of Western Rus- 
sia already has made the food situation 
this year critical. Chief lag is in the out- 
put of parts. Converted aircraft and 
munitions plants are slow in turning out 
drive shafts and other essential equip- 
ment. Many parts have been rejected 
for failure to meet specifications. A fur- 
ther bottleneck is in delivery. 
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Businessmen now may re-enter the 
Netherlands East Indies. Dutch authori- 
ties will grant re-entry permits to bona 
fide businessmen who can prove they 
have arranged for permanent housing 
and other necessities in the islands. 
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France is planning a “double market” 
in gasoline, oil and tobacco. Rationing 
of these items will be continued at con- 
trolled prices. But a free market will be 
officially recognized where additional gas 
or cigarettes may be bought at higher 
prices to supplement the basic ration. 


oo 90 


Australian immigration efforts are 
handicapped by a shortage of shipping. 
Original plan was to get 70,000 skilled 
workers from labor-short Britain. The 
shipping situation has pared that figure 
down to 6,000 for this year. Now the 
Australians are out to get between 
25,000 and 50,000 Americans to emi- 
grate to the Commonwealth. 
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A trust-busting program for Germany 
is to be carried out in the U. S. and Brit- 
ish occupation zones. Some 30 big busi- 
nesses with prewar assets totaling $140,- 
000,000 will be affected. More than 10 
per cent of these concerns are owned by 
interests outside Germany. Efforts to 
reach a unified policy for all zones with 
France and Russia failed after 18 
months. Plants with more than 10,000 
employes will be reorganized. Participa- 
tion in international or national cartels, 
price fixing, quotas and other monop- 
olistic practices will be forbidden. The 
coal, iron and steel works already na- 
tionalized in the British zone and I. G. 
Farbenindustrie, technically under four- 
power control, are not affected by the 
program. 


oo 9 


A Canadian surplus of potatoes is to be 
removed by the sale of 3,000,000 bush- 
els to Britain. The price will be $1.65 a 
hundred pounds delivered at Canadian 
ports. That will guarantee farmers a 
minimum of $1 for each 75-pound bag. 
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European air fares will be reduced 
by British airways. By cutting out lux- 
ury furnishings and increasing seating 
capacity by a third, the British will in- 
troduce “tourist accommodations” on 
certain planes flying between Britain 
and the Continent similar to third-class 
rail travel in England. 












Tee BY CARACAS 
every MONDAY 
every WEDNESDAY 


every F RIDA y 


at 6 P.M. 


New, luxurious Constella- 
tions and DC-4's wing you 
speedily and comfortably in 
as little as 5 hours to Ha- 
vana and | | hours to Cara- 

cas. And you fly all the 
ee way from New York with- 
Ae) out changing planes! 


QOHAVANA 


See your Travel Agent or 
L.A. ¥., Hotel Sherry 
Netherland, New York 
22—PLaza 9-6500-1. 














Because the news in every is- 
sue of World Report is gathered 
from the four corners of the 
earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 
are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
and Central and South America. 
Add $1 extra postage for each 
subscription to Canada and other 


countries. Mail your order to 
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24th & N Sts., N. W., Washington 7, D.C. 
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Great Britain, as the center of European political and economic 
affairs, provides a number of interesting and extremely important de- 
velopments of major concern to the rest of the world—developments 
having impacts on other countries. Britain’s disastrous coal shortage 
(see pages 5 and 7) is having an effect now on the economies of other 
peoples around the globe, whether they sell to Britain or buy from her. 

The British coal shortage, for instance, affects British policy in Ger- 
many, which in turn may have an effect on Germany’s future. That, 
in turn, might change the entire European picture and create new 
problems for the world. Again, the man-power shortage, emphasized 
by the coal shortage, speeds the withdrawal of British troops from 
Japan, which may have an effect on the future situation in the Pacific. 
See our dispatch from Tokyo on page 18 on economic trends in 
Japan. The coal shortage is likewise a contributing factor in Britain’s 
critical fiscal situation, already at a point where it may delay her 
creditors’ conversion of sterling balances to dollars. 

* * + 

China’s 440,000,000 people for years have been the “dream custom- 
ers” of American, British, Canadian, French and other world traders. 
They've been the world’s biggest potential market for manufactured 
goods of all kinds. Many European, American, Australian and (in the 
past) Japanese firms have made considerable headway toward a lucra- 
tive trade. Today's China, torn by civil strife, presents a different pic- 
ture. Our dispatch on page 10 will give you the story of what is hap- 
pening to American trade in China as a by-product of that nation’s 
chaotic ideological, financial and economic situation. 

~~ ” + 

The question of tariffs is again being threshed out by American 
officials and legislators as a prelude to the International Trade Con- 
ference to be held in Geneva in April. Decisions to be made are highly 
important to the success of the Conference, because most of the 17 
other countries to be represented there are not expected to agree on 
major moves to remove trade barriers unless and until the United 
States leads the way. On page 8 you'll find an analysis of the situation 
as it is today and a forecast of what may be expected. 

+ * + 

Recovery in Europe depends to a large extent on the recovery of the 
European transportation system, chiefly the Continent’s railroads. A 
survey by World Report correspondents on the scene shows that con- 
siderable progress has been made. Lines have been repaired. New 
engines and rolling stock are in operation. Freight is moving in increas- 
ing volume. Further recovery of Europe's railways, however, depends 
on the political future of Germany. You'll get a concise, factual report 
on the situation on page 30. 


“The Editors of “World Report” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of February 25, 1947 
Volume 2, No. 8 


Flare-up of Britain's troubles, of internal weaknesses, is certain to have 
wide repercussions; is to force a good many official ideas to be changed. 

What is becoming apparent is this: 

British hopes that resources and man power could be spread over the world 
to solidify her Empire, to back up diplomatic moves now are to go glimmering. 

Britain's commitments are to be reduced to a scale that Britain can carry. 

Not that Britain's Empire is to fold up. There is no "fire sale" in sight. 

Real significance, real meaning of the economic crisis, is that Britain must 
do less policing abroad and get more production at home. Britain can't afford 
to act beyond her means, instead has to trim her policies to fit her power. In 
this situation there's to be no sudden collapse, no surrender. The prospect is 
for a shifting of position, a more rapid adjustment by Britain to cut her losses. 











In broad terms, Britain's course suggests this: 

U.S. will have to decide whether to step in where Britain steps out. 

Russia gets a better chance to maneuver, an opening to squeeze Britain. 

United Nations’ machinery, still fragile, is to be tested out more often. 

Palestine issue is just a sample of cases Britain may shift to the U.N. 

It's the timing of the transition, the change-over period in which Britain 
will be reducing her influence, that arouses alarm and causes concern. Earlier, 
the British had tried to do the job gradually, to avoid any general withdrawal. 
Now, Britain's necessities are more obvious than she wished them to be, are 
thrown open to the world’s inspection at a time when the U.S. is counting the 
cost of. leadership and Russia, although recovering slowly, remains ambitious. 


As things are going, the coming Moscow conference gains importance..... 
British capacity to bargain over Germany is weakened. 
High cost of helping feed and police Germans is a handicap to Britain. 
Dollar outlay for Germany's pump priming is an item Britain can reduce. 
U.S. commitments for long-range plans have yet to pass the U.S. Congress. 
Russian campaign to shape Germany's future her way is gaining momentum. 
In other words, the cards U.S.-Britain felt they could play in negotiating 
to get Germany back on her feet, producing and exporting, no longer look so 
good. Idea that the Anglo-Americans would stand firm in Western Germany, would 
finance the restarting of exports, is thrown off balance by Britain's need to 
economize. That's part of the explanation why-Secretary of State Marshall 
wants assurances from Congress of troops and food for Germany, wants some firm 
backing when he is face to face with Joseph Stalin in Moscow. 

















(over) 
(No pert of this or any other page may be reproduced without written permission) 








WORLDGRAM--( Continued) 


This needs to be understood about Britain's difficulties: 
War losses, military costs, heavy debts are basic drawbacks to recovery. 
Dollar credits never could, weren't intended to, repair all of the damage. 
Basic idea was to gain time to restore and to develop earning capacity. 
Socialization of key industries was a deliberate step by Labor Government. 
Calculated risk taken in coal mining was partly upset by severe cold. 
Shutdown of industry wiped out many gains, set back production but rapidly 
aroused the British people to the size of their job. You get the story on page 5. 
Long before World War II ended, development of the military and industrial 
potential of the U.S. and Russia, with populations three and four times the size 
of Britain's, already had shifted the balance of world power. Only if the re- 
sources of the British Dominions, such as Canada and Australia, and the British 
colonies always were available, would there be something like a balance among 
Britain, Russia and the U.S. However, the Dominions increasingly followed in- 
dependent lines of policy abroad and a transfer of power from Britain to India 


became certain. A reorganization of the British Empire has gone further than 
is realized. 




















As things are shaping up for India..... 

British policy is likely to be more favorable to Gandhi's Hindus. 

Indian princes, who hold large areas, seek to deal with Hindu leaders. 

Jinnah's Moslems are more nearly isolated in opposition than before. 

What is about to happen in India may not. hurt so very much, after all. If 
Britain is unable to maintain police forces, to impose a solution by force, then 
competing politicians may find themselves unable to maintain their rivalry, may de- 
velop a basis for doing business with a Hindu majority in preference to civil war. 











Significant undercurrents are at work in Japan. They indicate that the type 
of economy that emerges will not be a capitalistic type as the U.S. knows it. 

Inflation fears now are planting seeds for a planned economy later. 

Government ownership of key industries can be the result of such planning. 

U.S. officials don't like the idea of a government-managed economy for the 
long term. Problem is, how to prevent inflation and collapse without central 
control over essential raw materials, distribution of goods, etc. 

Japan's businessmen, labor leaders, industrialists all take advantage of the 
situation to argue for a planned economy, a central control over big business. 

The result is that force of circumstances seems to be moving Japan away 
from free enterprise, away from the U.S. way of doing business. If: the present 
trend grows, then the Japan that emerges eventually from occupation will be closer 
to socialism, will look like the government-managed countries developing in Europe. 

















In the wordy debate by the U.N., disarmament is a remote prospect..... 

Atomic-bomb control is little nearer than it was months ago. 

Disarmament suggestions, made by Russia's Gromyko, include no promises of 
the right of outsiders to examine closely what goes on inside Russia. 

Persistent maneuvering for position by Russia, for destruction of U.5. 
bombs before controls are assured, do not raise hopes for early action. 

' Wet effect is that a broad agreement between Russia and the nations of the 

West is not appreciably nearer, despite concessions on procedure by Russia, despite 
the persistent arguments of Warren Austin, U.S. delegate. Mistrust still appears. 
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INDUSTRIAL PARALYSIS CREATES 
CRISIS FOR BRITISH SOCIALISM 


Collapse of export drive raises new 
doubts of England’s ability to hold 
world trade. More controls likely 


Reported from 
LONDON 


Britain’s industrial paralysis has 
wiped out her production gains of 1946. 

Now there are new doubts of 
England’s ability to stay in the front 
ranks of the big powers. Her prospects 
in world trade, as well as in politics, are 
undergoing a fresh assessment. 

The Socialist Government in Lon- 
don is being forced to reconsider its plans 
for the immediate future. While digging 
out of the present mess, it must at the 
same time figure out ways to prevent a 
repetition. More Government control, 
not less, is the outlook. 

Whether Britain can make it is now a 
top question in the capitals of the world. 

The shock of the economic crisis has 
jolted the British people and Government 
as has nothing since Dunkerque. This is 
why: 

For lack of fuel and power, more than 
half of all British industry suddenly had 
to stop producing. 

‘Upwards of 25,000,000 Britons were 
asked to get through freezing weather 
in homes and offices with little heat and 
for much of the day without electricity. 

Unemployment rose overnight from less 
than 500,000 to around 5,000,000. Nearly 
1,000,000 workers, most of them sup- 
porters of a Labor Government dedicated 
to full employment, had to rely on a Gov- 
ernment dole instead of a factory pay roll. 

The drive to export 75 per cent more 
than in 1938 had to come almost to a 
full stop. Without an export surplus, 
Britain can neither import enough for 
her people nor pay the debts she owes 
the U.S., Canada and other nations. 

It was a coal shortage that caused the 
crisis, yet the British people sit on top 
of one of the world’s largest reserves of 
coal. President Truman’s friendly offer to 
send U.S. coal, though politely declined 
by Prime Minister Attlee, underlined a 


situation many Englishmen were em- 
barrassed to admit. 
@ What to do? Defense of the Govern- 
ment’s record, attempted by Fuel Min- 
ister Emanuel Shinwell in the House of 
Commons, mined no coal, turned no 
factory wheels. Even supporters of the 
Labor Cabinet are asking for something 
more. Drastic action seems indicated, 
along these lines: 

Rationing of coal, gas and electricity 
is about the only recourse the Govern- 
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LEADER OF THE OPPOSITION 
He shivered for the Empire 


ment has if it is to rebuild coal stocks 
now and push them above the danger 
mark by next winter. Consumption of 
4,000,000 tons of coal a week cannot con- 
tinue very long when production aver- 
ages only 3,700,000 tons a week. 

New controls over labor as well as 
over industry would flow from a gov- 
ernmental scheme to budget the nation’s 
coal supplies. Effective rationing of fuel 
and power would involve determining 
how much each industry and _ business 
should produce, and how many workers 
each should have. This basic control 
might generate a wave of further controls. 
extending to what the people buy and 
sell) how they earn and spend their 
money, and how they invest at home or 
abroad. 

More labor is a fundamental require- 
ment, whatever the Government does to 
get the country back in production. Coal 
mines need another 75,000 men at once. 
Railroads, foundries, textile mills and 
building trades need hundreds of thou- 
sands more. Total need, for domestic as 
well as export production, ranges between 
900,000 and 1,000,000. 

Trade unions, in view of the industrial 
breakdown, no longer are in a position 
to oppose the use of imported labor. 
Fears that Polish workers, or displaced 
persons brought in from Germany, might 
endanger working conditions and wage 
rates now will carry less weight. 

A move to release men in the armed 
forces for jobs in industry already is 
under way. Reduction of British garrisons 
in Greece, Palestine and Japan is to be 
expected. Pressure by left-wing Laborites 
for larger reductions, as a means of 
mollifying Russia, however, runs into 
questions of Empire defense. The Gov- 
ernment says Britain’s armed forces can- 
not safely be reduced from the present 
total of 1,427,000 to below 1,100,000 
during the next year or so. 

Untapped sources of man power, Con- 
servative critics of the Government point 
out, exist in the bureaucracy and in the 
entertainment industry. A Civil Service 
of 1,007,000, nearly double its prewar 
strength, is.a shining target. Employment 
in the entertainment and recreation busi- 
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Where Great Britain Stands 
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Man Power in Export Industries 
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ness, up 24,000 from 1939, is in contrast 
to deficiencies in key industries. 

More output from the labor now on 
the job has been asked for by everybody, 
including union officials, for months past. 
Exhortation having failed, attention is 
turning to labor-saving machinery, in- 
centives to workers and longer hours. A 
change in the withholding tax is being 
advocated to make overtime more profit- 
able to employes. The trend toward a 
shorter working week may have to be 
reversed. 

Better planning is asked of the Gov- 
ernment itself. While the Labor Cabinet 
is not blamed for the blizzards which 
crippled transportation, it is criticized for 
its failure to build up coal stocks against 
the risk of a severe winter. It is asked 
to plan for the present and the future. 
| The gains of 1946, as things stand, 
are being erased. Rapid reconversion of 
industry from war to peace had permitted 
production above prewar levels in many 
key items, despite shortages of labor and 
raw materials. Crucial exports, though 
far short of the goal, got up to and ex- 
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330,000 


ceeded prewar volume. This achieve- 
ment, combined with rigid limitation of 
imports, enabled Britain to end the year 
with less of a trade deficit than she had 
anticipated. 

But now these gains are melting away. 
Even a break in the weather and a 
gradual resumption of production cannot 
be counted on to restore them. Immediate 
return to all-out production is not ex- 
pected. Continuing shortage of coal and 
power, and new shortages of materials 
caused by the shutdown, will restrict 
production into the spring. London esti- 
mates of the loss, in terms of exports, 
range from $200,000,000 to $400,000,000. 
@ Britain’s prospects, thus, do not ap- 
pear bright’ to her overseas creditors. 
They were skeptical before of her ability 
to push exports 75 per cent above prewar 
levels. Now the skepticism is deeper. 

Need for raw materials and machinery, 
on the other hand, seems likely to increase 
Britain’s demand for imports. Together, 
these export and import probabilities 
add up to more dollars leaving Britain, 
fewer coming in. 


Dec. 1, 46 
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Pressure on the U. S. loan, in that case, 
will increase. Washington officials do not 
worry much about London’s ability to 
start repayments at the rate of $140,000.- 
000 a year in 1951, but they do expect 
requests to ease certain provisions of the 
loan agreement. They look for a request 
to postpone beyond July 15 the day when 
sterling may be freely exchanged for 
dollars. 

Since the sterling area represents about 

half of world trade, a delay in making 
sterling readily convertible into dollars 
also means a delay in freeing world trade 
from exchange and import restrictions. 
To the U.S., this dims the prospect of 
success in tariff deals with 17 nations at 
Geneva in April, and adds another ob- 
stacle to the proposed International 
Trade Organization. 
@ One intangible asset is emerging in 
Britain, nevertheless. The shock of the 
current crisis has turned the nation’s 
attention to what has to be done. Britons 
are beginning to say that, if they re- 
covered from Dunkerque, they can re- 
cover from the blizzards of 1947. 
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BRITISH COAL MINES 
DYING OF OLD AGE 


Industry needs modernization and 
mechanization, but improvement plan 
cannot be completed for many years 


Reported from 


LONDO 


Britain’s coal troubles will not 
melt away with the coming of spring. 

The fuel crisis precipitated by 
winter weather emphasizes a fact that 
many Britons have known a long time: 
Their basic fuel industry is dying of old 
age. It can be revived only by a vigorous 
program to modernize and mechanize 
coal operations. That is the long-range 
goal of Government ownership. 

A small start has been made toward 

curing the basic trouble. Since getting 
the $3,750,000,000 loan from the United 
States, the British have spent small 
amounts for new coal-mining machinery 
in the U.S. But much remains to be 
done. ; 
@ The only cure for Great Britain's long- 
term coal ills is a thorough reorganization 
of the industry. That is the finding of a 
commission of coal experts appointed 
by the British Government. But an 
American mine-union leader believes the 
cure will take 20 years, even with na- 
tionalization. 

Merging small mines into more eff- 
cient units is a goal of the nationalization 
program, which gives the Government 
the power to make this change. Progress 
is held back by the fact that in 1943 
there were 966 mines producing less than 
50,000 tons a year each. Their combined 
production amounted to only a tenth of 
the nation’s total coal output. 

Haulage of coal below the mine sur- 
face must be modernized. This means 
installation of modern machinery, such 
as conveyor belts and locomotives, plus 
the use of bigger mine cars. The aim is 
to do away with the old-fashioned rope 
haul, which still is the distinguishing 
feature of British mining. 

Improvement in coal hauling is one of 
the most perplexing obstacles to British 
production. The Government-sponsored 
study shows that one out-of every four 
underground workers now is employed 
in hauling. Each handles an average of 


N 


only five tons a shift, compared with 50: 


tons in the U.S., where modern equip- 
ment is in use, and with 25 tons in Hol- 
land. 

Machine mining at the pit face needs 
to be increased. This means wider use 
in British mines of pneumatic picks, 
power drills, automatic coal cutters, pow- 
er loaders and combination cutter-loader 
machines. The old-fashioned pick, swung 
by hand, is still widely used in British 
mines, although about 75 per cent of 
the coal is cut by machines. Loading 
methods, by modern standards, still are 
old-fashioned. Experts are convinced that 
British mines must make more use of 
automatic loading devices both to in- 
crease output and to save man power. 

Ventilation will have to be improved. 
Greater use of cutting machines under- 
ground will increase the need for modern 
mine ventilation. In addition, improved 


ventilation is necessary to make most 
mines safe for the use of electrical equip- 
ment of all kinds. 

Underground lighting is inadequate in 
most of the industry. Dark mines cause 
industrial accidents, impede production 
and damage miners eyes. The experts 
who urge the reorganization of British 
mines would take the miner out of the age 
of hand lamps and cap lamps. They would 
install underground floodlights giving the 
mines illumination as good as that of the 
docks, wharves and railway yards. 

Pit-head efficiency is another problem. 
The experts point out that it would be 
useless to make underground operations 
more efficient if handling of the coal at 
the surface of the mine is not also im- 
proved. This will mean merging of some 
pit-head plants, complete reconstruction 
of many others, and general tidying up 
of buildings, yards and refuse heaps. 

A training system for boys and adults 
entering the mines is in Britain’s plans. 
The objective is to make coal mining an 
attractive career for British youths. In 
recent years it has been so unattractive 
as a career that there has been. a net 
loss of about 4,000 employes'a month. 
If this trend is to be reversed, it may be 
necessary to set up schools of coal mining 
and introduce apprentice systems so that 
young men will get adequate training be- 
fore becoming full-fledged miners. 

@ A long time and a lot of money will 
be required to make these changes. 

There is no final figure of what the 
cost will be of modernizing and mecha- 
nizing Britain's mines, but estimates 
place the total at close to $500,000,000. 





NEW MEN, OLD METHODS 
Future British miners learn to harness a pit pony 


—British Combine 
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U.S. DEBATE OVER TARIFF CUTS 
DISTURBS OTHER TRADING NATIONS 


World-wide lowering of barriers 
to commerce may be thwarted if 
Congress blocks concessions 


The U.S. is having difficulty 
molding a united front on tariff ques- 
tions. On the outcome of this effort 
hangs the success or failure of the 18- 
nation conference on world trade that 
will open in April at Geneva. 

Other countries are not expected 
to agree to reducing tariffs, preferences, 
quotas, and other trade barriers unless 
the United States is ready to make the 
first move. Probabilities are that U.S. 
negotiators will be able to start things 
moving by offering tariff cuts for other 
concessions. 

But U.S. negotiators will have 
their wings clipped to some extent if the 
split over tariffs persists among Repub- 
lican congressmen back home. 

Hopes for cementing the split are not 
too bright at present. 

@ Compromise. On one side are Repub- 

lican leaders in the Senate who question 
the advisability of radically changing the 
tariff program at this time. They argue, 
privately, that the mood of the American 
people is for world co-operation, not for 
isolationism such as is implied by high 
tariffs. However, they would not want 
to see tariffs cut sharply enough to affect 
U. S. industries adversely. 

‘Accordingly, Senators Vandenberg and 
Millikin have worked out a compromise, 
hoping to satisfy colleagues who want to 
re-examine the tariff program and post- 
pone U. S. participation at Geneva. 

The Vandenberg-Millikin compromise 
proposes that new tariff legislation be 
deferred until the next session of Con- 
gress. At the same time, the Senators pro- 
pose that the U.S. Tariff Commission, a 
bipartisan body, be given more say on 
tariffs. 

Under present legislation, tariff rates 
can be reduced up to 50 per cent by the 
President without reference to Congress. 
The President acts on the recommenda- 
tion of the Secretary of State. An inter- 
departmental committee shapes the rec- 
ommendations to the Secretary of State. 
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The Tariff Commission, Senators Van- 
denberg and Millikin say, should be given 
the power to review proposed cuts in 
tariffs and an opportunity to report di- 
rectly to the President. 

The Commission also would be able 
to recommend withdrawal or modification 
of any tariff concession “which imperils 
any affected domestic interest.” 

The State Department is agreeable to 
this procedure, which can be brought 
about by executive order. 

An “escape” clause in all future trade 


agreements is another stipulation of the. 


Vandenberg- Millikin proposal. This would 
allow any country to withdraw or modify 
any tariff concession if resulting imports 
threaten serious injury to domestic pro- 
ducers. The State Department agrees to 
the “escape” clause. 

Senator Taft, Republican leader on do- 
mestic issues, would give the Tariff Com- 
mission more power than this. He would 
delegate to the Commission the power 
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FREE TRADE—HOPE OF MOVIES 


to fix tariffs “within wide statutory limits.” 
He opposes reduction of tariffs to a point 
that would seriously harm any U.S. in- 
dustry. The President, he believes, should 
not have complete discretion, as at 
present, to make tariff cuts. 

Taft’s suggestions would by-pass the 

State Department to a greater extent 
than the Vandenberg-Millikin proposals. 
But it is doubtful that Taft is prepared to 
back any immediate legislation that 
would cause postponement or abandon- 
ment of the Geneva conference. 
@ Strongest opposition to the tariff pro- 
gram of the State Department comes from 
a group of Republican representatives in 
the House, who also oppose the Vanden- 
berg-Millikin compromise. 

These Representatives favor resolu- 
tions, or even legislation, postponing 
further reductions of U.S. duties on im- 
ports, pending a study of the entire policy 
on reciprocal trade agreements. 

They claim that the State Department 
will cut tariffs to the limit to further Ad- 
ministration plaps. They say that a flood 
of imports would then flow over lowered 


tariff walls and that U.S. workers would 
be thrown out of jobs. 

They have called hearings on the whole 
program, starting February 24. Chief wit- 
ness is expected to be Undersecretary of 
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State Clayton, presenting the main case 
for the Administration. 

@ The Geneva conference is highly im- 
portant to State Department plans. The 
conference has a double-barreled pur- 
pose: to negotiate a series of trade agree- 
ments among 18 nations and to obtain 
agreement on proposals for an Interna- 
tional Trade Organization. The ITO 
would set up rules for world trade to 
reduce tariffs, subsidies, quotas and 
other restrictive practices. 

Long-range policies of the State De- 
partment are to promote world peace and 
business by reducing such restrictions in 
trade channels. Use of these restrictions 
grew up before the war and are regarded 
by some authorities as having contributed 
to the causes of the war. 

World recovery is essentially bound 
up with trade revival. 

The U.S., it is argued, would be a 
major beneficiary in any trade revival. 
However, excess capacity in U.S. fac- 
tories can best be utilized by increasing 
exports. Imports, too, have to be increased 
so that other countries can earn enough 
dollars to pay off U. S. loans. 

International commitments of the U. S. 
in the World Bank and the Monetary 
Fund are tied in with this concept of 
broadening trade by breaking down bar- 
riers. 

Alternatives to this policy, the Adminis- 
tration contends, are economic isolation- 
ism and unemployment or a strident 
nationalism in which the power of the 
dollar would be used as a big stick to 
get trade concessions. 

As the State Department sees it, the 
issue is freer trade or growing state con- 
trols and restrictions. 

Last autumn, 17 other countries indi- 
cated that they would accept the ITO 
proposals for freer trade provided the 
U.S. showed its good faith by offering 
tariff cuts. 
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The Geneva conference thus takes on 
crucial importance. If the U.S. fails to 
appear or fails to offer reasonable con- 
cessions, the whole fabric built up over 
several years may collapse. 

It is also evident that, if U. S. negotia- 
tors go into the conference with the sup- 
port of only part of the majority party in 
the Congress, their bargaining power will 
be that much weakened. 

Officials of the State Department hope 
that, when this line of reasoning is made 
clear at the congressional hearings, the 
split in the Republican ranks may close. 
Because of political considerations, Re- 
publican leaders in the Senate have the 
same hope. 

@ Past performance indicates how far 
U.S. negotiators have gone in giving 
tariff cuts in trade agreements. 

Since 1934, when the reciprocal pro- 

gram started, 27 agreements have been 
put into effect with other countries. 
Tariff cuts have been granted on 1,252 
items, accounting for about one fourth of 
U. S. import trade. Duties on two fifths of 
the items cut were reduced the full 50 
per cent, another third were cut 35 per 
cent or less. In other words, the full power 
to cut tariffs has not been used. 
@ Public reactions. Last November the 
State Department published a long list of 
products on which “possible tariff con- 
cessions” would be considered. At the 
same time, those interested were asked to 
file, briefs and to appear at public hear- 
ings that were started in January. At 
these hearings, now completed, industries 
and companies expecting to be hurt by 
tariff cuts were in the majority. 

The line-up of industries on the tariff 
question is much the same as before the 
war. 

Strongest opposition to any cuts in 
import duties comes from U.S. wool 
growers, textile manufacturers, watch- 
makers, chinaware manufacturers and 


™ . a. See en COB AOTC BO EA OTRO A SR TT ACER RAT a 
> 


Sate - Wm, 


—World Report 


LOW TARIFFS—FEAR OF SHEEPMEN 


shoe companies. Some of the companies 
in this group favor raising present tariffs. 

Wool growers particularly would like 
more protection against overseas wool, 
which now floods the U.S. market de- 
spite an average duty of 62 per cent. 

Arguments used by these industries are 
different than they were in prewar days. 
There no longer is much talk of compe- 
tition from cheap Japanese labor, nor of 
blocked currencies. Now supporting argu- 
ments often veer to the strategic impor- 
tance of the industry to U.S. defense, as 
in the case of the watchmakers. Also, the 
difficulty of competing against national- 
ized industries abroad, or against state 
trading, is emphasized. 

Strongest support for the tariff pro- 
gram comes from industries with impor- 
tant markets abroad. They hope that the 
U. S. can break down tariff walls of other 
countries. They realize this will be pos- 
sible only if U. S. tariffs are cut. They feel 
that their U. S. markets are secure against 
competition. 

This category includes these industries: 
automobiles, electrical equipment, farm 
equipment, motion pictures. 

In between these groups are industries, 
such as soap and steel, which oppose cuts 
in duties on competitive manufactures 
but would like to see cuts on raw mate- 
rials they use. Steelmakers, for example, 
favor reductions in duties on fluorspar and 
manganese, but continued protection on 
finished steels. 

@ Preparations of other countries for 
the Geneva conference have not been 
so elaborate as in the U.S. 

The British Government has quietly 
heard business groups, but has held no 
public hearings. There has been strong 
opposition to cutting preferential tariffs 
within the Empire. Meanwhile, Britain 
has invited all members of the Empire to 
a meeting this month in London to pre- 
pare a position for Geneva. 

Canada and her businessmen largely 
support the U.S. proposal for breaking 
down tariffs and other trade barriers. 

Australia’s hearings have indicated 
that she will want substantial concessions 
from the U. S. in return for cuts in Empire 
preferences. 

India has had hearings for a year. 
Strong protection is the keynote. 

France, Brazil and Cuba also have 
consulted with their industries, but re- 
sults are not known in Washington. 

Increasing talk in the U.S. about use 

of the “escape” clause already is disturb- 
ing other countries. Their misgivings re- 
flect the feeling that tariff concessions to 
be granted by the U.S. at Geneva may 
not mean much in the long run. 
@ Prospects are that the Republican 
rift-over tariffs will be sufficiently healed 
so that the U.S. can appear at Geneva. 
However, U.S. negotiators there will 
have to go slowly. In most instances, 
severe cuts in U.S. tariffs now seem out 
of the question. 
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THREAT OF ECONOMIC COLLAPSE 
IMPERILS CHINESE NATIONALISTS 


Authority of Government declining 
almost as rapidly as is general 
confidence in value of its money 


Reported from 
SHANGHAI 


Storm signals, warning that eco- 
nomic collapse is approaching, now are 
appearing ovet the China of Chiang Kai- 
shek. This collapse, if it comes, will not 
be a sudden one. It will develop grad- 
ually over the course of months as the 
present business crisis deepens. 

The downhill movement of 
China’s economy can be braked by a 
truce in the civil war or an American 


loan. But neither is likely in the near ° 


future. 

A financial crash has brought 
trade with other countries and domestic 
commerce to a temporary standstill. 
Speculation is China’s only thriving 
business. 

The Central Government's currency is 
falling so rapidly that it soon may ap- 
proach worthlessness. The authority of 
the Government is declining almost as 
rapidly as is confidence in its money. 
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A U.S. BANK IN CHINA 
Business is on a day-to-day basis 
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Troops and secret police are trying to 

suppress the black market in Shanghai. 
Government stores of gold bullion, badly 
depleted by payments for vital imports, 
are being unloaded to bolster the sinking 
currency. But neither measure offers 
much hope of success. 
@ Business activity is being overtaken 
by a creeping paralysis. A spiraling infla- 
tion, which the Government has been 
unable to halt, is making productive 
enterprise impossible. Prices and wages 
are rising so swiftly that more money can 
be made in many cases by holding raw 
materials for several months and reselling 
them than by attempting to fabricate 
finished products. 

American and other Western business- 
men are keeping their China operations 
on a day-to-day basis. Like the Chinese, 
they are concentrating on trade and with- 
holding long-term investments in manu- 
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THE CHINESE VERSION OF THE BREAD LINE 


facturing. Manufacturers face so many 
difficulties that only large operators with 
good Gevernment connections can keep 
going. : 

Fuel and power shortages are major 
obstacles. Coal production in China 
proper is less than one fourth the prewar 
level. Output in Manchuria, which pro- 
vided almost half of China’s coal during 
the war, is only one tenth of what it was 
under the Japanese. Power supplies in 
Shanghai are only 60 per cent of the 
prewar level. Other cities are even more 
badly off. 

Transportation breakdowns cut off the 
coastal cities from their markets and 
sources of raw materials in the hinter- 
land. Less than one third of the railroads 
in Nationalist China are in operation. 
The Yangtze, hampered by shipping de- 
struction during the war, is now carry- 
ing less than one quarter of its potential 
trade. 

Price fluctuations, set off by inflation 
and speculation, are intensified by the 
transportation shortage. The price of rice 
in Western China is one tenth the Shang- 
hai price, but it cannot be moved to the 
coast. Many goods are in glut in some 
areas and in short supply in others only 
a few miles away. 





To China’s unemployed, the economic crisis means hunger 











ore» Renmin 





Wages, which are pegged to the cost 
of living, have risen to the point where 
Chinese labor, once the world’s cheapest, 
is becoming the world’s most expensive in 
terms of productivity. Pay rolls in Shang- 
hai went up 23 per cent in January alone, 
forcing many companies to suspend oper- 
ations. 

Interest rates are prohibitive to legiti- 
mate businessmen. They range from 10 
to 15 per cent per month. Only specula- 
tors counting on swollen profits can afford 
to borrow. Debtors are finding it more 
and more difficult to meet their obliga- 
tions. One third of the checks written in 
Shanghai in a recent month were re- 
turned for lack of funds. 

Bankruptcies are increasing. The finan- 
cial crash in the second week of February. 
which saw the Chinese dollar fall to less 
than half its former value in a week, while 
prices increased 80 per cent in 48 hours, 
forced many firms to close their doors. 
About 4,000 companies have gone out of 
business in the last year. 

@ Monopolies controlled by the Govern- 

ment and by a small. number of wealthy 
families with relatives in high Govern- 
ment positions are the chief beneficiaries 
of these business failures. Wealth is being 
concentrated further in the hands of a 
few family trusts as China’s inflation im- 
poverishes her middle class and small 
businessmen. , 

Government corporations dominate 
mining, power, heavy industry, silk, cot- 
ton and sugar production, in addition to 
transportation, banking and _ overseas 
trade. 

Prominent officials, who manage state 
corporations and their families’ private 
fortunes at the same time, have holdings 
in these fields, as well as in the chemical, 
metals and electrical industries. 

Their private empires in industry and 
finance benefit from their official activ- 
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REFUGEES IN SEARCH OF A LIVELIHOOD 


ities. Market tips permit them to reap 
speculative profits. They get preferences 
in allocations of scarce fuel, transport and 
raw materials. Complete Government 
control of exports and imports gives them 
decisive advantages over other Chinese 
and Western firms in trade with other 
countries. 

@ Trade with other countries is one of 
the Nationalist Government's chief sources 
of strength, but at the same time its 
Achilles’ heel. 

The Communist areas are cut off from 
world commerce. The Nationalists, who 
hold Shanghai, Canton, Tientsin and the 
other great ports on the East Coast, have 
access to supplies from other lands to 
make up for the shortcomings of domestic 
production. But payment for these sup- 
plies is driving the Nanking Treasury 
toward bankruptcy. 

Exports last year were insufficient to 
pay for one fourth of China’s imports. 
Production and transportation costs for 
wood, oil, tungsten and tin are so high 
that export possibilities are restricted. The 
inflated currency also hampers trade. 
Equally as important, areas that normally 
provide 60 per cent of China’s exports 
are controlled by the Communists or are 
cut off from the coast by the civil war. 
These areas produce the bulk of China’s 
raw cotton, wool, skins and bristles. 

Although China was approaching self- 
sufficiency in raw cotton before the war, 
today the Nationalist Government must 
devote half its expenditures abroad to 
finance imports of cotton and textiles. 
This is placing the major strain on Nan- 
king’s financial resources. 

Imports, which are flowing into China 
at a rate exceeding prewar levels, totaled 
almost $600,000,000 in the first 11 
months of 1946. More than 85 per cent 
of this sum went for raw cotton, textiles, 
food and petroleum. 
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Lack of exports is forcing the National- 
ist Government to pay for the bulk of 
China’s imports out of the Treasury's 
slender reserves of gold, U. S. dollars and 
pounds sterling. Since the war with Japan 
ended, about half of Nanking’s external 
assets have been drained away. 

Currency reserves are believed to have 
fallen below $500,000,000—a figure fre- 
quently cited by Chinese officials as rock 
bottom for currency stabilization. U. S. 
officials estimate that, at the present rate, 
the Nationalist Government would com- 
pletely exhaust its reserves in about a 
year. This would mean a complete col- 
lapse of China's currency. 

_ The alternative is to halt essential im- 
ports. But this would cut off food, cloth- 
ing and fuel supplies for the Nationalist 
armies. It would shut down much of the 
textile industry, deprive the Government 


‘of vital revenue, and make it extremely 


difficult to feed Shanghai and other coast- 
al cities. 

Unemployment in Shanghai already 
totals 500,000 out of a population of 
4,000,000. City dwellers, who returned 
to the coast after long years of forced 
exile in the far West during the war, are 
beginning to migrate back to the hinter- 
land in search of food and more stable 
conditions. , 

Unrest in the cities is a matter of seri- 

ous concern to the Government. Reduc- 
tion of imports could easily create an 
explosive situation. 
@ Economic collapse and political up- 
heaval in this kind of crisis would be 
inevitable in an industrialized country. In 
China, where three quarters of the people 
derive their livelihood from agriculture, 
developments may take a less violent 
form. But the disintegration of the 
Nationalists currency may lead to the 
disintegration, however gradual, of the 
Central Government in China. 
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The tide now is from the cities to the countryside, from the coast to the interior 
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IS NAZISM REVIVING 
IN DEFEATED GERMANY? 


Bitterness over hunger, unemployment 
is stimulating a rebirth of Hitlerian 


nationalism dangerous to the Allies 


Reported from 
BE.R LIN 


There are signs that an intense 
nationalism, which could lead to a Nazi 
revival, is growing in Germany. 

Hunger and cold are giving Ger- 
mans their worst winter since war began. 
Failure of the Big Four to agree on a 
way for Germans to work toward recov- 
ery is adding to the bitterness of defeat. 
The result is dangerous discontent. 

Soldiers and civilian officials of the 
powers now occupying Germany are 
convinced that, if nazism is to rise again, 
1947 may be the year of its rebirth. 

“The 12 months ahead are likely to 
show whether democracy can win out in 
a nation so long accustomed to dictation,” 
reports Thomas Hawkins, World Report 
correspondent in Berlin. 

“Military Government in the U.S. and 

British zones is expecting an increasing 
number of disorders soon. 
@ “Nazi sentiment still exists among 
about 50 per cent of the population of 
the U.S. zone. Germans in other zones 
think the same way. They believe nazism 
was a good. idea badly executed. They 
mourn a lost war. 

“Subversive activity so far appears to 
be the result of individual initiative with- 
out any national plan or widespread con- 
tact. But as interzonal barriers to com- 
munication are reduced, opportunity for 
group contacts expands. 

“Spread of nazism and militarism is to 
follow traveling Germans opposed to 
democratic ideas new to many of them. 
Rail travel now is easier. 

“Some Germans have been traveling 
all the time. Black market dealers running 
food from country to city and from zone 
to zone make good messengers. Perform- 
ers and crews in Germany's many circuses 
are suspect. Railwaymen are carefully 
screened by denazification authorities. 

“Development of Nazi groups within 
small areas is possible. 

“Military police believe Army officers 
faithful to Hitler may be trying to wield 
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an influence in university fraternities. 
Other militarists are going into athletic 
clubs in the hope of encouraging Nazi- 
type organizations.” 

Nazism, when it comes back, will not 
bear the old name; it will seek disguises. 
Police of the occupying powers know 
what to look for. National Socialism rose 
from a nucleus of 64 believers in 1919 to 
dominate a nation and a continent within 
little more than 20 years. It grew from 
Germany's mood after the First World 
War. 

@ Combating the movements that arise 
from the discontent of a pebple is like 


boxing a shadow. Only occasionally do* 


the shadows materialize into groups 
clearly Nazi in form. Then they are more 
easily struck down. 

Old Nazis are watching their step. 

In the Eastern zone, under Russian 
rule, they fear execution, deportation to 
Russia and concentration camps. Only 
recently the Russians started a new purge 
in Saxony. Their Communist-led Socialist 
Unity Party has not been spared. In the 
first five weeks of the campaign, which 
still is in progress, 40,000 former mem- 
bers of the Nazi Party, many of them now 
Socialist Unity followers, are said to have 
lost jobs in Government and industry. 

Most Nazis caught in this drive al- 
ready had been screened once. Appar- 
ently the Russians are preparing to de- 
fend their own denazification program at 
the meeting of Foreign Ministers of the 
Big Four in Moscow. They have long 
been saying that in the West, little Nazis 
are hanged and big Nazis are freed. 

In the Western zones, ex-Nazis are less 
fearful, but they know it will take at 


least two years before all of them are ~ 


sentenced or cleared. 

The U.S. and Britain are more con- 
cerned about political rehabilitation and 
economic reconstruction than in punish- 
ment. The U.S. already has granted 
amnesty to 800,000 “little Nazis” now 


able to work. Britain is following. the 
U.S. lead by granting political amnesty 
for most of the population of her zone. 

The French policy on denazification is 
between that of Russia and U. S.-Britain. 
Useful ex-Nazis who ran factories or 
mines, or who are experts in some field, 
are put to work as assistants to French- 
men or non-Nazis to get production mov- 
ing. Their cases may be re-examined; the 
French are tough with unreconstructed 
Nazis. 

New Nazis may be rising in consider- 
able numbers; zonal authorities are not 
yet sure. 

In Stuttgart last October, American 
constabulary troops and German police, 
supported by tanks, arrested several hun- 
dred persons after terrorists had bombed 
two German denazification courts and an 
American military police station. They 
picked up some homeless youths who be- 
longed to the “Edelweiss Pirates,” a 
Nazi-type group limited to the Stuttgart 
area. 

At Liibeck, Baltic seaport at the other 
end of Germany, 12 Germans now are 
facing a British Control Commission 
court for organizing a Nazi-type “Ger- 
man Freedom Party.” So far, such ac- 
tivity has been local. But Lieut. Gen. 
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Lucius D. Clay, who is succeeding Gen. 
Joseph T. McNarney as Military Gov- 
ernor in the U.S. zone, is aware of the 
danger that such groups now may estab- 
lish contact with each other. 

“I would be the last to deny that Nazi- 
sponsored subversive groups may exist 
in the American zone,” Clay says. “Ac- 
tually, the time has just now arrived 
when we should begin to worry about 
underground movements.” 

Nationalism is not limited to the un 
derground; it is clearly evident in the 
programs of parties legally established 
in Germany. All parties want the new 
Germany to include as much of its pre- 
war territory as the victors can be per- 
suaded to leave it. Most parties want a 
strong central government. 

Criticism of such postwar leaders as 
Kurt Schumacher, leader of the Social 
Democrats, and Otto Grotewohl, co-chief 
of the Socialist Unity Party, is coming 
out of the East-West rivalry over Ger- 
many. The Russians say Schumacher, 
who got a big reception when he visited 
Britain, is too much of a nationalist. 
Anti-Communists distrust Grotewohl’s 
ideas of a united Germany. 

Monarchism is growing in some sectors 
of Germany, but it still is too early to 
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determine how much influence ex-Nazis ’ 
will have in these groups. Supporters of 
Louis Ferdinand, grandson of the former 
Kaiser, are strong. 

@ Reasons for the current danger of a 
new nazism in Germany can be traced 
to the problems of defeat. 

Hunger, to a degree Germans never 
experienced during the war, when they 
looted Europe, now is being felt. German 
leaders in the British zone told former 
President Herbert Hoover that 2,000,000 
Germans may die of cold and hunger un- 
less more food comes soon. 

Hoovers report to President Truman 
is to say how Germans are getting along 
with about 900 calories a day in the 
French zone, 1,200 in the British, and 
about 1,500 in the American. In the U. S. 
zone alone, officials report 113,461 cases 
of pulmonary tuberculosis, of which only 
16,898 are getting hospital treatment. 

Industrial unrest, rising in part from 
food shortages and lack of consumer 
goods, and in part from jobs lost in fac- 
tories leveled by bombs or closed by 
Allied orders, is increasing. German 
miners in the Ruhr have refused to work 
an extra Sunday to dig coal for Germany. 
Output is still far below the levels of 
industry set at Potsdam. 


Prisoners of war, most of them in Rus- 
sia, still number about 6,000,000 nearly 
two years after the wars end. More mil- 
lions of Germans are seeking new homes 
in the West after being forced out of 
areas in the East that Poland plans 
to keep. 

“Total victory implies total responsi- 
bility,” said Schumacher recently in a 
speech to German Social Democrats. 
This sums up German bitterness against 
the- victors, a bitterness that is churning 
up an atmosphere in which nazism might 
be born anew. 

@ An antidote is being prepared for the 

poison of Nazi-type propaganda in the 
new bi-zonal program being worked out 
by the U.S. and Great Britain. Hawkins 
reports: 

“As umpires, occupation authorities in 
the West are watching the Germans run 
their own Government, schools and 
economy. 

“By dictatorial rule, the Western pow- 
ers might inspire more respect, but they 
would not get democracy. The gamble is 
whether the subversive elements will 


_ emerge on top or whether the Germans 


will begin to see merits in democracy. 
Nobody expected an easy decision in a 
short time.” 
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MARSHALL REVISES U.S. METHODS, 
BUT OBJECTIVES ARE UNCHANGED 


New Secretary of State overhauling 


Department, but 
make any major 


A quiet overhaul of the way the 
United States runs its international af- 
fairs is now under way. 

In office four weeks, U.S. Secre- 
tary of State George C. Marshall is 
revising procedures and emphasis in 
American policies abroad. No radical 
change in basic U. S. objectives is in the 
making, but all along the line the new 
Secretary of State is making undramatic 
but significant changes in the way the 
United States deals with the rest of the 
world. 

The first career soldier ever to head 
the State Department, Marshall has un- 
folded some of his policies in talks with 
congressional leaders and in several ad- 
ministrative actions. Other policies re- 
main to be disclosed. More will become 
apparent soon when the new Secretary 
sits down in Moscow with the British, 
French and Russian Foreign Ministers 
for their first conference on Germany 
and Austria. 


is not expected to 
alterations in policies 


@ Marshall’s actions thus far show how 
he thinks on a wide range of problems 
from U.S. defense to administration of 
his own Department. 

Military preparedness is to get close 
attention from Marshall, long an advo- 
cate of universal military training for 
young Americans. His final report as 
Chief of Staff of the Army was devoted 
largely to making a case for universal 
training. Now, as Secretary of State, he 
has renewed this recommendation. Mar- 
shall emphasizes peacetime military 
training as a weapon vitally needed to 
back up U.S. policies abroad. 

Caution on disarmament can be ex- 
pected in the State Department. 

As a military man, Marshall knows in- 
timately the difficulties the U. S. faced in 
mounting its offensives against Japan and 
Germany. He also knows that, if another 
war comes, the country may not again 
have a period of safety from invasion 
during which to build up its striking 
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force. This experience and knowledge is 
behind Marshall’s insistence that the 
United States will not be the first nation 
to disarm. A peace settlement, he says, 
must precede any moves toward dis- 
armament. 

Marshall long has held an aversion to 
the type of disarmament practiced by the 
U.S. after the First World War. Now he 
declares that the problem “cannot be 
solved on an emotional basis. This time it 
has to be on a practical basis.” 

In the United Nations, a co-ordinated 
chain of command for the U.S. delega- 
tion has been set up. 

Former Senator Warren Austin, the 
chief U.S. delegate, now has clear au- 
thority to direct the work of other U. S. 
representatives in the U.N. He is per- 
sonally in charge of U.S. atomic policy, 
a key phase of the nation’s role in the 
U.N. He has been declared the top 
authority over the work of the U. S. dele- 
gate-designate to the Economic and So- 
cial Council, Francis Biddle, and over the 
U.S. member of the Trusteeship Coun- 
cil, Francis Sayre. 

U.S. policies toward the U.N. 
generally have not been changed by 
Secretary Marshall. He has, however, 
streamlined the operations of the U.S. 
delegation, and has re-emphasized the 
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SECRETARY MARSHALL 


necessity of caution in the American 
approach to the problems of atomic 
energy and disarmament. 

More attention to China is likely dur- 
ing Marshall’s regime in the State De- 
partment, as a natural outgrowth of his 
services in the Far East as the President's 
envoy. 

Secretary James F. Byrnes, immersed 
in the job of getting peace treaties with 
the five satellite nations, found it impos- 
sible to give much personal attention or 
time to questions of the Far East. Dur- 
ing Byrnes’s tenure, China was largely 
the province of Marshall, who reported 
directly to the President. 

China policy is now being personally 
supervised by the Secretary of State. 
Whether the U.S. pulls completely out 
of China or whether the Government of 
Generalissimo Chiang Kai-shek gets fi- 
nancial support from the U.S. is likely 
to be decided by the personal judgment 
of Secretary Marshall. 

Greater interest in Latin America is a 
part of Marshall’s approach to his job. 


Military duties in Latin America have 
given Marshall a firsthand knowledge of 
the problems of that continent. His war- 
time duties made him more aware of 
the importance to U.S. security of firm 
friends below the Rio Grande. 

Although no immediate changes re- 
garding Latin America are expected, a 
mutual defense conference of Western 
Hemisphere republics, long postponed, 
may be held this year. Close attention 
will be given to eliminating friction with 
Argentina and to strengthening the bonds 
of trade with the countries of Latin 
America, once the Moscow Conference is 
out of the way. 

Economic needs of a_ war-ravaged 
world are to get a high priority from 
Marshall. 

Not an economist himself, Marshall 
leaves much freedom in this sphere to 
William L. Clayton, Undersecretary of 
State for Economic Affairs. But Clayton 
is getting vigorous support from his chief 
in dealings with Congress. 

Marshall has told Senator Arthur 
Vandenberg, chairman of the Foreign 
Relations Committee, that he wants, as 
speedily as possible, $410,000,000 in 
emergency relief funds to tide over sev- 
eral hungry countries of Europe until 
their next harvest. He is urging congres- 
sional action before the United Nations 
Relief and Rehabilitation Administration 
goes out of business this mid-year. 

Other humanitarian programs get Mar- 
shall’s firm support. He wants Congress 
to give top priority to legislation au- 
thorizing use of a $500,000 children’s 
fund contributed to UNRRA, opening of 
U.S. ports for immigration for more dis- 
placed persons, and approving U.S. 
membership in the World Health Or- 
ganization and the International Refugee 
Organization. 

Marshall’s appreciation of the human 
needs of destitute people in Europe is 
sharpened by a military knowledge of the 
practical problems created by continued 
peverty in war-ravaged countries. As 
Chief of Staff, he has dealt frequently 
with the problems created for U.S. occu- 
pation forces abroad by low food supplies 
and idle industries in occupied countries. 
As a military man turned diplomat, he 
knows that food relief and easing the 
plight of displaced persons in Europe 
will help the U.S. achieve the aims of 
its occupation policies. 

Freedom of information is another U. S. 
objective that Marshall espouses. 

The new Secretary believes the U.S. 
should “cover the earth with the un- 
adulterated truth in the midst of this riot 
of propaganda.” As a consequence, the 
State Department's development of a 
peacetime program of international in- 
formation is to be advanced by the new 
Secretary. 

In line with this policy, Marshall ap- 
pealed to the Russians to make possible 
the widest possible coverage of the Mos- 


cow Conference of Foreign Ministers. 


In this, he continued a policy set by 
Secretary Byrnes. 

Department administration is being 
tightened up by Marshall. In his few 
weeks in office, he has quietly reshuffled 
the workings of the State Department 
so that its administrative gears will work 
more smoothly. 

Undersecretary Dean Acheson has 
been placed in complete charge of op- 
erations in Washington. When the Sec- 
retary is away at Moscow, Acheson will 
run the Department. 

The equivalent of the Army’s General 
Staff has been created within the State 
Department to co-ordinate all adminis- 
trative matters. Carlisle H. Humelsine, a 
trained administrator, has been detailed 
to organize this group. It will expedite 
and co-ordinate the work of the State De- 
partment, but will in no way be a policy- 
making body. 

Intelligence work within the State De- 
partment has been centralized, by a Mar- 
shall directive, in the hands of William 
A. Eddy, a former Army officer. 

@ Still to be disclosed are details of 
Marshall's attitude toward Russia and 
toward peace terms for Germany. 

Marshall's peace ideas will unfold at 
the Moscow Conference. It is not likely 
that in major outlines they will be far 
different from the policies set forth by 
his predecessor. But to each problem 
Marshall will bring personal emphasis of 
his own. In addition, many decisions 
that have been avoided or postponed will 
have to be made by Marshall. It will be 
up to him to take a stand on how Ger- 
many shall pay reparations, on future 
German frontiers, and on control of the 
industries of the Ruhr. 

Marshall’s approach to the Russians 
will also be revealed at Moscow. The 
only hint since he took office has been 
a statement sharply disapproving con- 
duct of the recent elections in Poland, 
where Russian influence is paramount. 
The U. S. envoy to Poland is being called 
home for consultation, but diplomatic 
relations with Poland will not be broken 
off. 

Marshall will have a personal advan- 

tage at Moscow. Stalin admires the Gen- 
eral’s wartime military record and is ex- 
pected to invite Marshall to the Kremlin 
for private talks. This personal contact 
may become Marshall’s best opportunity 
to improve understanding between the 
two biggest nations in the world. 
q) No startling changes in U.S. world 
policy are looked for from Marshall. 
While reshaping administration of U. S. 
world affairs, the Secretary is expected 
to hew closely to these broad lines of 
policy already set: The firm attitude 
toward Russia; efforts to restore political 
peace and economic health to Europe; 
and the developnient of collective se- 
urity in the United Nations to assure 
lattes peace. 
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SMALL NATIONS DEFY 
AUTHORITY OF U.N. 


Punishment for their infractions 
is unlikely as long as big powers 
fail to agree among themselves 


The smaller nations of the world 
are challenging the right of the United 
Nations to order them around. 

Greece has protested against what 
it considers intervention by a United 
Nations commission now in Athens. 
South Africa is defying a request made 
by the international agency in December. 
Three Latin-American nations are ignor- 
ing a U.N. resolution aimed at Spain, 
and one of them, Argentina, is openly 
flouting it. 

All of these blows at U.N. prestige 
come from nations outside the inner circle 
of the Big Five. Within that circle, the 
differences between the United States 
and Russia over disarmament continue 
to raise questions about the U.N.’s 
chances for success. Now the big powers, 
who can’t agree on major issues, are hav- 
ing to decide whether to crack down on 
the smaller nations who refuse to go along 
on minor matters. 


@ Greece has come up with what 
¢#mounts to a draw in her protest at U. N. 
intervention. 

The issue arose when the Balkan In- 
vestigation Commission of the United 
Nations asked the Athens Government to 
postpone the execution of 11 alleged 
guerrillas. Athens officials said it was 
solely up to their courts to determine 
when and how to dispense justice inside 
the country. They appealed to the U.N. 
Security Council. 

A U.S. resolution, adopted by the 
Security Council, seeks to save U.N. 
prestige without invading Greek sover- 
eignty. Decision is that the investigators 
have no authority to ask any Balkan gov- 
ernment to postpone executions unless 
there is reason to believe that the per- 
sons sentenced might be useful to the 
Commission as witnesses. Whether this 
decision solves anything, however, re- 
mains to be seen. 





SOUTH AFRICAN DELEGATION AT THE U.N. 
The principle of unanimity works both ways 


16 ¢ WORLD REPORT 


—— 


@ South Africa shows no signs of obey- 
ing U. N. requests that have raised tem- 
peratures both there and in India. 

Discrimination against East Indians 
living in the Union of South Africa, as 
charged by the Indian delegate to the 
U.N., is regarded in Johannesburg as 
exclusively the business of South Africa. 
The Indians protest against a law that 
prevents them from buying property in 
segregated districts. South Africans think 
the restriction is necessary to preserve 
European control in a country where 
white people are outnumbered by 10 to 1. 
The U.N., prodded by India, has asked 
the two countries to submit a proposal 
that will end the discrimination. But, as 
things stand, South Africa shows every 
inclination to ignore the invitation. 

A request that South Africa convert 

her mandate over South-West Africa into 
a U.N. trusteeship has provoked defiant 
opposition. Premier Jan Smuts, having 
proposed outright annexation, now says 
he will not submit a draft agreement 
which would put the territory under the 
trusteeship system, subject to U. N. super- 
vision. When asked whether South Africa 
might not be risking U.N. sanctions, 
Smuts replied, “We are not without 
friends.” 
@ Spain, though not a member of the 
United Nations, indirectly accounts for 
still other blows at U.N. prestige. The 
slap which the General Assembly in- 
tended for Generalissimo Franco has not 
been delivered as planned. 

While three nations have recalled their 
ambassadors from Madrid, as recom- 
mended in New York last December, 
three other nations have declined to do 
so. Great Britain, Liberia and the Nether- 
lands obeyed the request. El Salvador, 
the Dominican Republic and Argentina 
have ignored it. 

Argentina, in fact, sent her ambassador 
to Franco after the General Assembly 
had voted, 32 to 6, for recall. In Madrid. 
the diplomat from Buenos Aires has been 
received with special warmth and cere- 
mony. 

Remainder of the 55 member nations 
either had no diplomatic relations with 
Spain, as was the case with Russia, or 
maintained ‘missions headed by a charge 
d'affaires, as the U.S. has done for 
months. 

q@ A U.N. crackdown, in the face of 
this record, would seem to be called for. 
Under the Charter, the Security Council 
could reprimand, apply sanctions, or 
expel a member. But the odds are strongly 
against anything of the sort. So long as 
the big powers disagree, the smaller 
nations can challenge the U. N.’s author- 


- | ity and get away with it. 
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MEXICO EXPEDITES IRRIGATION 
TO INCREASE FOOD PRODUCTION 


$300,000,000 program is designed 
to make the country independent of 
imported staples within six years 


Reported from MEXICO CITY 
and WASHINGTON 


Mexicos new Administration is 
getting under way a $300,000,000 pro- 
gram to increase the nation’s irrigated 
land by nearly 150 per cent. Aim of the 
program is to raise standards of living 
and to make Mexico independent of im- 
ports of staple foods from the U. S., Ar- 
gentina and Cuba within six years. 

Work is starting now on the first 
project, and bids are being received for 
construction of the second. Contracts for 
others are to be let as soon as detailed 
plans are completed and materials are 
available in sufficient quantities. 

The Government will spend $44,- 
000,000—about a seventh of the national 
budget—on irrigation this year. President 
Miguel Aleman hopes to see the pro- 
gram virtually completed when his term 
expires late in 1952. 

“Drawings for at least 18 major dams— 
the backbone of the program—are com- 
pleted or are nearing completion,” a staff 
correspondent of World Report says in a 
dispatch from Mexico City. 

“U.S. contractors are eligible to par- 
ticipate in the work as ostensibly minority 
partners in Mexican construction firms 
organized for the purpose. The only 
thing slowing up the program is the 
present shortage of building materials. 
including cement. Action is being taken 
to remove this bottleneck.” 
€) Increased production from scanty’ re- 
sources of good land is the objective of 
Aleman’s program. Mexico's area of 
764,000 square miles makes her third in 
Latin America, ranking only below Brazil 
and Argentina. But much of Mexico's 
surface is desert or mountains, and much 
of it is covered by tropical jungle. 

Only 3.6 per cent of the country’s area 
is under cultivation, as against 3 per cent 
in 1910. Yet, since 1910, the country’s 
population has nearly doubled. About 
70 per cent of the 20,000,000 inhabitants 
depend on agriculture for their living. 

Formerly almost self-sufficient in food, 
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Mexico now has to import considerable 
quantities for her growing population. 
In 1945, she received 311,873 tons of 
wheat and 48,584 tons of corn from the 
U.S. and Argentina and 92,556 tons of 
sugar, mostly from Cuba. 

The Aleman Government, in attempt- 
ing to correct this situation, is to build 
dams and canals that will put water from 
streams on arid and semiarid lands in all 
parts of the country. A new Cabinet 
agency, the Ministry of Hydraulic Re- 
sources, is in charge of the program. 
@ Biggest projects are to combine 


‘power with irrigation, hence are referred 


” 


to as being of “TVA type.” Projects of 
this kind are planned for the Papaloapan 





River, in Veracruz; the Sinaloa and Fuerte 
rivers, in Sinaloa; Yaqui River, in Sonora, 
and Tehuantepec River, in Oaxaca. 

Costs of these developments will range 
from $20,000,000 to $48,000,000 each. 
Areas to be watered vary from 175,200 to 
640,000 acres. 

First of these big projects to be built is 
the Alvero Obregon development, on the 
Yaqui River. Its cost is estimated at 
$48,000,000. It will put water on 228,000 
acres for the first time and will increase 
the amount of water available for 276,000 
acres already under partial irrigation. 
Bids for construction of this project now 
are being received. 

Sixteen smaller projects, also new, call 
for expenditures ranging from $400,000 
to $9,000,000 to put water on areas of 
2.400 to 100,800 acres. 

Work now is starting on one of these 
projects, the Endé Dam. Located in 
Hidalgo, it will cost about $4,200,000. 
The area to be irrigated is 14,400 acres. 

Other projects, started in earlier vears, 

are to be rushed to completion. A total of 
$7 1,000,000 is to be spent on them. They 
will add about 900,000 acres to Mexico's 
irrigated area. 
@ Power facilities will be installed in 
all the “TVA-type” developments and in 
the smaller ones wherever feasible. But 
power production will be subordinate to 
the main purpose—irrigation. 

Engineers believe they can operate 
generators having a total capacity of 
200,000 kilowatts in connection with the 
irrigation dams. Thus, they propose to 
increase the installed hydroelectric capa- 
city of Mexico by 50 per cent. They 
estimate the annual power output of the 
new plants will be 900,000,000 kilowatt 
hours. 

Power to be generated will be used 
primarily for agricultural purposes, but 
some of it will be made available for 
commercial use. 

Now that the program has started roll- 
ing, it is to gain momentum in the 
months immediately ahead. Aleman pro- 
poses to make irrigation one of the big- 
gest items in every budget during his 
term of office. For he believes irrigation, 
plus modernization of farming methods, 
can increase food production by 80 per 
cent and make Mexico independent of 
imports of staples six years hence. 
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JAPAN LEANS TOWARD SOCIALISM 
AS COMEBACK EFFORT BOGS DOWN 


Conservatives losing ground with 
approach of elections. Nationalization 
of key industries appears probable 


Reported from TOKYO 
and WASHINGTON 


Japan’s struggle for recovery is 
edging her toward a managed economy. 
This trend is developing in the face of 
objections from both the conservative 
Yoshida Government and U.S. occupa- 
tion authorities. 

U. S. officials in Tokyo favor re- 
tention of a free economy for Japan, but 
they are more immediately concerned 
over the existing Government's failure 
to check inflation and the black market. 
Now they are insisting on tight controls 
over the sale of consumer goods and 
on the allocation of raw materials. They 
are even reconciled to the nationalization 
of key industries if necessary to forestall 
runaway inflation, which, in the end, 
would hit the U.S. taxpayer by increas- 
ing occupation costs. 

Leaders of Japanese industry and 
labor now agree that planned economy 
will be necessary, at least temporarily, 
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to prevent collapse. They are at odds, 
however, over whether the Government 
or private industry is to direct the plan- 
ning, and disagree on how far the pro- 
gram is to extend. The industrialists insist 
that they and not labor or Government 
should guide —_ economic future. But 
the industrialists’ control of the Cabinet 
is threatened by the rapid growth of the 
Socialist Party, which advocates govern- 
ment ownership of key industries. 
@ Government ownership of industry 
would not be a new departure for Japan. 
Ninety-five per cent of her railroad mile- 
age already is nationalized, communica- 
tions systems are owned and operated by 
the Government, which also has a ma- 
jority interest in the Nippon Iron and 
Steel Company, Japan’s largest steel plant. 
Joseph Fromm, World Report's staff 
correspondent in Tokyo, reports that 
those who advocate a managed economy 
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HEAVY GOING FOR HEAVY INDUSTRY 


for Japan argue against any delay in 
transferring control of key industries to 
the Government. 

“Main reason,” says Fromm, “is that, 
with the liquidation of the once mighty 
industrial combines, their operating com- 
panies soon are to go on the auction 
block. Socialists contend the Govern- 
ment should take over the key industries 
during this period of reorganization and 
thereby avoid possible complications in 
the future.” 

The coal industry, now operating at 


- a loss, is the foremost target for immedi- 


ate socialization. The Japanese press al- 
most unanimously favors state control of 
the industry. Even the Allied Council for 
Japan recommends nationalizing the 
mines, with labor participating in the 
management. 

Japan’s minimum requirement is 2,500,- 
000 tons of coal a month. The highest 
output since the war's end was 2,200,- 
000 tons in December. Since then pro- 
duction has declined again, hurting other 
key industries, particularly steel, textiles, 
commercial fertilizer and transportation. 

The Yoshida Government maintains 
that nationalization will not increase coal 
output. Its concern over the fuel situation 
is demonstrated, however, by ;_its inten- 
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Shrinking coal production starves Japan’s industrial economy 
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tion to create a separate Cabinet minis- 
try for coal. 

The fertilizer industry, vital for 
Japan’s production of enough rice to feed 
her increasing population, also is widely 
mentioned as a candidate for nationaliza- 
tion. U.S. authorities give this industry 
special consideration because they Want 
to reduce food imports as soon as pos- 
sible. The Japanese Government already 
is subsidizing the industry but produc- 
tion continues to lag and often farmers 
are forced to do without or to buy their 
fertilizer on the black market. 

Banking is the third major enterprise 
the Socialists want under Government 
control. They point out that 60 of Japan’s 
banks are on the purge list. Japan’s un- 
sound financial position is attributéd by 
Socialists to the present banking system. 
@ Economic reforms are being pushed 
by the Yoshida Government, not only as 
a result of prodding by occupation au- 
thorities, but in a deliberate attempt to 
win back some of its former supporters 
who have gone over to the Socialists. 

The rationing system is being over- 
hauled. Food purchases now can be 
made from any authorized shop instead 
of only from the one nearest the con- 
sumer’s home. Forty-three critically short 
articles come under the new program. 
Everything else will be sold on the open 
market to encourage free enterprise. 

The black market is being subjected 
to frequent police raids. Immediate re- 
sults of the raids has been to force black 
market prices upward, but the 4ong- 
range objective is to drive more consumer 
goods into legal channels. 


Scarce materials are being watched 
more closely. In the past, approximately 
half of the materials, theoretically ra- 
tioned for key industries, went into the 
black market. U.S. pressure has led the 
Government to take steps to correct this 
situation. 

@ The general election ordered by Gen- 
eral of the Army Douglas MacArthur for 
late April or early May is accelerating the 
shift in Japan’s economic policy. 

Renewed efforts are being made by 
Premier Yoshida to form a coalition gov- 
ernment, but the Social Democratic Party 
is reluctant to co-operate, mainly because 
the conservatives insist on retention in 
the Government of Finance Minister 
Tanzan Ishibashi and his policy of free 
economy. 

Conservative parties, which by a 
coalition now control the Government, 
may unite in a single new party in an 
effort to remain in power. Major backing 
is from the industrialists and landlords, 
but farmers are expected to vote solidly 
for the conservatives, whose inflationary 
policy has brought them unprecedented 
prosperity and enabled them to pay off 
old debts. 

The Social, Democrats constitute the 
fastest-growing party. A recent poll by 
Asahi, Japan’s largest newspaper, indi- 
cated that the Social Democrats can ex- 
pect about 45 per cent of the votes at 
the next election, more than double their 
strength of last summer. The two leading 
conservative parties then received a total 
of 39 per cent of the votes and the Com- 
munists polled 5 per cent. \ 

The biggest obstacle to Social Demo- 
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cratic control of the Government is that 
the party is split into two factions. The 
right wing now dominates the party but 
the left wing is headed by two militant 
union leaders and has most of the sup- 
port of organized labor. 

The left wing charges that Yoshida 
seeks the Social Democrats’ co-operation 
in his coalition Government only to 
spread responsibility for an economic 
crisis if it comes. They contend that the 
Premier has no intention of accepting 
any of the party's economic’ policies. 

Fromm points out that the mere fact 

of Yoshida’s willingness to invite the 
Socialists to join’a coalition Cabinet is 
indicative of the political mood of con- 
temporary Japan. He says that, whether 
or not the Socialists eventually join a 
coalition, it now appears probable that 
Japan will continue to follow the Euro- 
pean pattern of nationalizing key in- 
dustries and imposing tight controls on 
business in general. 
q@ U.S. policy for Japan is one of oppo- 
sition to socialization. Occupation au- 
thorities are vitally concerned, however, 
with getting Japanese economy back on a 
self-supporting basis. Therefore, they 
favor rigid controls as a temporary ex- 
pedient for stepping up production and 
checking inflation. 

How far Japan ultimately goes in the 
direction of a managed economy depends 
on the balance of political power. The 
present prospect is that she will move 
slowly, but a decisive victory at the polls 
by the Social Democrats could be the 
signal for a radical shift away from a 
free economy. 
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BRITAIN PUSHES AID TO VETERANS 
TO STRENGTHEN NATION IN FUTURE 


Expensive program, carried out 
despite economic pinch, is intended 
to provide loyal and skilled workers 


‘ Reported from 
LONDON 


Britain, despite a sorely pinched 
economy, is resolutely pushing an exten- 
sive program -of benefits for war vet- 
erans. 

Latest proof of progress is the 
opening of the first units in a factory 
chain especially constructed to provide 
jobs for the 730,000 veterans who were 
wounded while in service. 

Intensive efforts are being exerted 

meanwhile, to speed all other phases of 
the project to achieve its main objectives 
in five years’ time or less. 
@ The broad program is far more lib- 
eral than anything Britain heretofore has 
ever thought of undertaking for service 
personnel. In many ways it provides for 
benefits paralleling those of the so-called 
“G.I. Bill of Rights” in the U.S. And it 
represents a tremendous change from the 
days when Kipling lamented in verse 
that the nation forgot about the British 
Tommy just as soon as the shooting 
stopped. : 

Key provisions of Britain’s back-to- 
normalcy plans for veterans are outlined 
as follows in a radio dispatch from Ed- 
win J. Drechsel, World Report staft corre- 
spondent in London: 

Discharge payments, based on length 
of service and overseas duty. 

Unemployment benefits for a limited 
period while veterans are seeking suitable 
jobs. 

Job-reinstatement policy to aid vet- 
erans in regaining old jobs at proper pay 
and seniority rating. 

Educational benefits for those whose 
education was delayed or interrupted by 
the war and for those needing refresher 
courses. 

Vocational training for those seeking 
to become skilled craftsmen and for 
former apprentices who did not get a 
chance to complete their training. 

Medical care and other provisions for 
disabled veterans and those with service- 
connected handicaps or ailments. 
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@ Eligibility extends to the 5,500,000 
men and women who wore the uniform 
during the war. The total in the armed 
forces represented one ninth of the entire 
population of the United Kingdom. 

In addition to those in the military, 
the blitz veterans of police and fire de- 
partments, the civil defense services, the 
nursing reserve, the men of the mer- 
chant marine and, in some cases, essen- 
tial war workers also may qualify for 
many of the benefits. Hence the exact 
number to benefit is still unknown. 

This is one reason why the program 
represents such a big job for impov- 
erished Britain. It means that the tax 
burden to finance the benefits must be 
spread over a reduced portion of the 
populace. It also means that Britain, 
desperately short of man power, must 
deprive herself of much-needed workers 
until a substantial number of veterans 


complete vocational training and educa- : 


tional courses. 

@ Ultimate cost of the program is some- 
thing on which no reliable figures exist. 
Appropriations already have reached the 
vicinity of $3,000,000,000 and future ex- 
penditures can be estimated only in in- 
definite figures. However, outlays to date 
represent a substantial slice out of 
Britain's annual budget of some $25,- 
000,000,000. 

Rate of demobilization has been one 
uncertain factor affecting cost estimates, 
because mustering-out payments are in- 
volved. At one time there was criticism 
that demobilization was going too slowly, 
but by the end of 1946 the size of the 
armed forces had been cut to less than 
1,500,000. However, present world com- 
mitments make it likely that Britain will 
have to keep in uniform most of those still 
remaining in service. Thus a final reck- 
oning of the bill is complicated further. 
@ Benefits for members of His Majesty’s 
Forces began with demobilization. Ex- 
cept in special cases, they include eight 


weeks’ pay and allowances, with extra 
compensation for each month overseas 
after the first six months. There also is 
a war “gratuity,” or bonus, for each 
month in service after the initial six 
months, regardless of station. Rank de- 
termines the rate -of pay, but enlisted 
personnel receive an extra $3 for each 
month’s duty after Jan. 1, 1942. Pay- 
ments to women veterans are two thirds 
those given to men. 

Payments to men work out something 
like this. A private who spent two of his 
three years’ service overseas gets $383 
if single and $472 if married with one 
child. A major of five years’ service, with 
three overseas, draws $1,170 if single or 
$1,299 if married with one child. 

Clothing, extremely hard to get in 
Britain, is part of the discharge allow- 
ances. The men receive civilian suits and 
essentials which in all would cost them 
$48 plus ration coupons in a clothing 
store. Women veterans receive the cash 
equivalent of $48, along with the neces- 
sary coupons, and are permitted to do 
their own shopping after they get out. 
q] Unemployment benefits are paid un- 
der the regular national system of un- 
employment compensation. During the 
war, the Government met the contribu- 
tions that service personnel normally 
would have made to the fund, so vet- 
erans are paid up to date on discharge. 

Benefits start at $4.80 weekly for a 
single person; $8 for a married couple; 
$9 for those married with one child, 
and $1 more weekly for each additional 
child. Maximum duration of benefits is 
six months in general occupations, three 
months in agriculture. 

Health-insurance benefits under this 

scheme are sufficient to assure medical 
attention to the jobless for a minimum 
of 18 months. 
@ Job-reinstatement arrangements are 
aimed at getting veterans back into their 
old jobs, or equally good ones, with an 
upward adjustment of pay plus any pro- 
motion they might have missed while in 
service. 

Employers are required to reinstate for 
at least 26 weeks any veteran who 
worked for them less than a year before 
going dnto uniform. If the veteran had 
been with the firm for more than a year, 
he must be reinstated for at least 52 
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MUSTERING-OUT 
PAY 


Starts with $2 
for each month 
of service for 
privates: larger 
amounts for 
higher ranks. 


CIVILIAN CLOTHING 


Despite tight 
rationing, Britain 
gives discharged 
men outfits 


worth $48. 


DEMOBILIZATION 
> — LEAVE 


- Most veterans 


- | get eight weeks 
with full pay and 
allowances; 


extra pay for 
overseas service. 


EXTRA CREDIT 


ee Enlisted men re- 
ceive 10 cents for 
each day in ser- 
vice since Jan. 1, 

1942: tax free. 
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weeks. Reinstatement must be under the 
most favorable terms in all cases. 
@ Educational benefits include tuition, 
fees, books and living allowances. The 
latter run up to $54 monthly for a single 
person and $104 for a married couple 
with one child, depending on mainte- 
nance costs at the various universities. 
- Length of schooling in most cases cor- 
responds to what would be the normal 
education career of a peacetime student. 

Students seeking longer courses must 
prove they have exceptional ability be- 
fore they get approval for extended study 
at Government expense. 
@ Vocational training also provides for 
Government-financed tuition. The period 
of training ranges from six months up- 
ward, depending upon the occupation for 
which the veteran is qualifying. 

Subsistence payments range from $12 
weekly for a single veteran to $15 weekly 
for a couple with one child. Those eligi- 
ble are individuals prevented from start- 
ing or completing training for a skilled 
occupation. 

Veterans now are being encouraged to 
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SINGLE MAN 
$4.80 per week. 


Paid for by the 
Government. 


Paid by the 
Government. 


O — SUBSISTENCE 


MARRIED MAN 
$8 per week. 


(Single man) 


Up to $54 
monthly. 


SUBSISTENCE 


(Single man) 
$12 weekly. 


© ¢ SUBSISTENCE 


$9 per week. 


(Maried man wih © Oo 
one child) : 

Up to $104 
monthly. 


SUBSISTENCE 
(Married man wiih 
one child) 
$15 weekly. 


LENGTH OF 


Six months 
maximum. 





ground. 


qualify themselves for skilled jobs in 
agriculture, building construction and 
civil engineering—three industries in 
which Great Britain badly needs trained 
craftsmen. 

@ Medical care and pensions are auto- 
matically provided for those disabled 
during war service. Free hospitalization 
extends not only to the handicapped but 
also to those with service-incurred or 
service-aggravated disabilities. 

The British are taking considerable 
pride in the fact that jobs already have 
been found for all but one tenth of the 
disabled veterans and that the remainder 
will be placed .as soon as their training 
is finished. 

The factory chain that has started to 

go into operation, manned by disabled 
veterans, represents one phase of this 
general program of re-employment. 
@ Britain’s stake in the general success 
of the whole program is tremendous. 
Among other things it means for the 
United Kingdom that: 

Future leaders, scientists and tech- 
nicians are to have the chance to com- 


SCHOOLING 
Varies with in- 
dividual and 
previous back- 


TRAINING PERIOD 


Six months or 
more, depending 
on vocation. 
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plete their educations and assume their 
roles in British life. 

Skilled craftsmen, critically short, soon 
will be moving out in numbers from 
vocational-training courses to take their 
places in British industry. 

Man-power reinforcements likewise 
will be increased as more disabled or 
handicapped veterans are ready to fill 
jobs in private industry or the special fac- 
tories the Government has constructed. 

National solidarity also stands to gain 
in the long run. If a great army of vet- 
erans and a host of their home-front 
auxiliaries are persuaded that they have 
received a square deal, the feeling en- 
gendered may well stand the United 
Kingdom in good stead during the story 
days of recovery still ahead. 

The price for realizing all these re- 
turns nevertheless is very high for the 
pinched purse of Britain. Still it is one 
of the last items in the budget on whith 
the Government is likely to skimp, re- 
gardless of what economies are de- 
manded. For this is one program Britain 
confidently expects to pay off. 
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BIG POWERS SEE SMALLER ARMIES 
WEAKENING DIPLOMATIC POLICIES 





Britain and Russia need man power 
to boost production. Pressure for 
economy threatens U.S. strength 


Reported from LONDON y 
and WASHINGTON 


The major Allies of World War II | 


are having trouble keeping their armed 
forces sufficiently strong to finish the 
jobs left over from the war and to back 
up the positions they have taken in 
world affairs. 

In the U.S. and Britain, meas- 
ures to provide the necessary man power 
through peacetime drafts or compulsory 
military training are running into serious 
opposition. Soviet forces, now withdraw- 
ing in considerable numbers from Ger- 
many and Eastern Europe, are going out 
of uniform and into factories and farms 
to help get Russia back on its feet. 

As a result, the task of enforcing world 
policies is becoming more difficult. Bar- 
gaining: strength is weakened at the con- 
ference table. The Allied occupation of 
Germany and Japan is handicapped. New 
ways are being sought to maintain mili- 
tary power with reduced man power. 
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U. N. MILITARY STAFF COMMITTEEMEN 
A world police force remains a distant hope 
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@ Domestic problems that vary from 
country to country are behind the diffi- 
culty in maintaining big armies. 

Man power. The question, especially 
vital in Britain and Russia, is how far to 
go in shifting men from the military es- 
tablishments to industry and agriculture 
in efforts to increase production. At the 
heart of Britain’s economic troubles and 
Russia's slow recovery from war are 
labor shortages. 

For Britain, the risk of demobilization 
lies in the possible weakening of political 
and economic ties with a restive Empire. 
For Russia, it could mean a loss of in- 
fluence in neighboring countries in Eu- 
rope, the Near East and the Orient. All 
governments know that words at the con- 
ference table still are measured in terms 
of the power behind them. 

Costs of military power represent 
major burdens for all nations. Expenses 
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for peacetime armies and navies are pri- 
mary targets when budgets are trimmed. 

Political pressures frequently are be- 
hind the loudest complaints over peace- 
time drafts. In Britain and the U. S., op- 
ponents of Administration policy realize 
that a policy can be effectively under- 
mined by reducing the power behind it. 

All this opposition is adding up to the 
reduction of armed forces to levels below 
that which governments think they need. 
@ In the U.S., Secretary of State 
George C. Marshall is appealing for uni- 
versal military training to provide the 
positive military power he says he must 
have to back him up in dealings with 
the rest of the world. 

But pickets have burned draft cards 
and have demonstrated in front of the 
White House against continuation of 
peacetime conscription. The chances that 
Congress will extend the wartime Selec- 
tive Service Act beyond its March 31 ex- 
piration date are considered remote. 

What is wanted by the Army and 
Navy is a force of 1,070,000 soldiers and 
558,000 sailors. For the Army, that would 
provide 195,000 for occupation duty in 
Germany, Austria, Japan and Korea, and 
875,000 for the defense of the U. S. 

The Army gladly would turn the oc- 
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YANKS AND TANKS IN BERLIN 
Occupation forces are inadequate, home forces reduced 
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oupation chore over to a civilian agency. 
As it stands, forces in the U.S. are re- 
duced to maintain the occupation. Forces 
abroad are considered so inadequate that 
they could be overrun easily by a modern 
army, Without the occupation duty, the 
Army would settle on an organized force 
of 875,000 in the U.S. 

Universal training would be counted 
on to provide 625,000 18-year-olds a 
year for Army training and about 
250,000 for naval training. From those 
trainees the Army would expect to get 
enough volunteers for regular service to 
keep up its strength. The Army’s pro- 
gram would also provide 195,000 organ- 
ized reserves and a 680,000-man Na- 
tional Guard for immediate use in an 
emergency. 

Congress, however, already has balked 

at one presidential suggestion for univer- 
sal training. The latest plan also is in for 
a stiff contest. Congressmen are consider- 
ing ways to trim this year’s military 
budget of $11,200,000,000 by $1,750,- 
000,000. A $1,000,000,000 cut would re- 
duce the Army by some 250,000 men. 
The Navy says a $500,000,000 cut would 
make it useless. 
@ In Britain, opposition to the Labor 
Government's plan for England’s first 
peacetime draft has been so strong that 
three official statements (White Papers) 
have been issued to defend it. The Gov- 
ernment figures it now must have about 
a million men to defend the Empire and 
to occupy Germany and Austria. To get 
that man power Britain counts on draft- 
ing 190,000 18-year-olds a year for 18 
months of compulsory service. 

The draft, begun in wartime, is to last 
through next year. Action on peacetime 
conscription now is under heavy fire. 

E. J. Drechsel, World Report's staff 
correspondent in London, cabled last 
week: “Opposition to conscription comes 
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from those within Labor Party ranks who 
want closer relations with Russia, those 
who see a cut in the armed forces as the 
only way to aid the man-power situation 
and from those who oppose peacetime 
draft on traditional grounds. 

“The Government now is delaying the 
issue with the hope that the results of 
the Foreign Ministers Conference in Mos- 
cow next month will enable Britain to 
cut down on her forces in Austria and 
possibly in Germany.” 

Big cuts recently have been made in 
British forces in the Ear East and in 
Greece. 

@ Russia, also pressed for man power 
to carry out its Five-Year Plan, is reduc- 
ing occupation forces and speeding up 
demobilization of the world’s biggest 
Army. Mindful that the Soviet Army is 
an ever-present factor in the decisions of 
other nations, Russia lets them guess how 
powerful it is. Best estimate is that Rus- 
sia has 3,000,000 men under arms. A 
sure thing is that Soviet reserves of man 
power for military service outnumber 
those of any combination of two or three 
other big powers. That is one reason why 
peacemaking now is to become more 
difficult. 

q@ Alternatives to peacetime conscrip~ 
tion of large military forces are being 
sought by Britain and the U.S. With a 
world police force only a distant possi- 
bility, after a year of deliberation by the 
United Nations Military Staff Commit- 
tee, and general disarmament even more 
remote, regional defense arrangements 
are being made by Britain, the U.S. and 
Canada. The hope is that co-operation 
begun in war will allow savings in man 
power in peace. 

Nevertheless, the prospect remains 
that diplomatic policy will have to get 
along with less military support from 


now on. 
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For Empire defense, 1,000,000 men is a minimum 
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MAN POWER IN MOSCOW 
A 2-to-1 edge on the nearest rival 
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The Balance Against Britain. 


The piles of coin scattered over the 
map of the world in the Worldgraph 
could spell bankruptcy for Britain over- 
night. They are one more item in the 
cost of war. 

The Worldgraph shows the net ster- 
ling balances for which Great Britain 
stands debtor to colonies and nations 
within the “sterling area.” This area, in 
turn, is a creation of wartime composed 
of those parts of the world whose 
finances and currencies were most 
closely linked tv the British, and which 
were, for that reason, included in the 
“dollar pool.” This poo]. served as a 
joint conservation measure for mitigat- 
ing the war drain of sterling currencies 
into the “dollar areas” that constituted 
the major suppliers of war materials. 

Theoretically, these balances held by 
India, Egypt and the other creditors 
could be used to pay for imports from 


Britain. In such case, British plete ety 
would fail to pay for the minimum im- - 
ports that Britain requires to keep in — 
current operation, They could be used 
also to pay for imports from third: 
countries. This would merely shift the 


roster of Britain’s creditors. 
The bulk of these sterling balances 
represents war purchases and expendi- 
tures made by Great Britain in the 
creditor countries. The goods and serv- 
ices for which they paid have been 
compared to Lend-Lease supplies fur- 


- nished by the U. S. As such, it is argued, 
they should be scaled down on the- 


same theory as that under which Lend- 
Lease balances were wiped off the slate. 

The subject of scaling down these 
balances. and setting a_ timetable 
for their release already has been 
broached. Until these debts are funded, 
they are a threat to British solvency. 
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(Recent American proposals for a 
closer association of European states, 
current negotiations in London, and 
the prospective meeting of the Coun- 
cil of Foreign Ministers to draft Ger- 
man and Austrian peace treaties, 
have prompted the idea that the gen- 
eral. peace settlement in Europe 
may take the form of a “regional ar- 
rangement” under the U. N. 

How will such arrangements fit 
into that organization? What are the 
problems involved and what regional 
groups may be expected to develop? 
Will Europe be one of them? With a 
view to answering some of these 
questions, WORLD REPORT pre- 
sents herewith a brief analysis of this 
important but, as yet, little-discussed 
subject.) 


HE EARLY U.S. studies concerning 

postwar, world-wide security, as 
conducted by the State, War and Navy 
departments, considered two kinds of 
organization. The first would consist 
of a number of regional security organi- 
zations loosely united in a world organi- 
zation whose responsibility would be 
limited to those problems, which be- 
cause of their interregional character or 
for other reasons, were beyond the 
capacity of the regional groups. The 
second would be a closely integrated, 
world-wide organization, with regional 
arrangements that would be of a defi- 
nitely limited nature, clearly subordi- 
nated to the over-all structure. 

The first of these concepts was aban- 
doned for two reasons. It was considered 
that the maintenance of security on a 
regional basis would tend to develop 
spheres of political and economic in- 
fluence, which in the end might under- 
mine rather than promote world secur- 
ity. Also, it was recognized that under 
the modern conditions of one small 
world, serious threats to world security 
would be almust certainly of an inter- 
regional rather than a regional nature. 

The alternate concept of a closely 
integrated world organization was 
therefore incorporated in the official 
U.S. proposals and was later accepted 
by the four powers at Dumbarton Oaks. 

Provisions for subordinate and sup- 
porting regional arrangements, how- 
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REGIONAL ARRANGEMENTS 
IN THE UNITED NATIONS 


ever, were left to be developed at the 
San Francisco Conference. The draft- 
ing of these previsions proved to be a 
difficult matter. 

Naturally, each nation — particularly 
the great powers—saw the regional prob- 
lem from its own point of view. The 
United States was vitally concerned 
about the Western Hemisphere, and 
Russia about her group of satellite 
states. Britain looked upon the British 
Empire as a special form of regional 
arrangement. The Moslem states were 
deeply interested in the Arab League. 

The Far East presented another kind 
of problem, and Europe already was 


‘recognized as an area which might 


eventually be involved in some form of 
regional arrangement, when the future 
of former enemy states was settled. 


THE AMERICAS’ PROBLEM 


The U.S. delegation was loath to 
forego the traditional responsibility of 
the American states for the defense of 
the Western Hemisphere, and to trans- 
fer that duty to a world organization. 
There was a_ well-defined prejudice 
against the possibility of military forces 
from outside the Western Hemisphere 
being involved in security enforcement 
therein. Nevertheless, after much de- 
bate, it was recognized that, if there 
was to be a world organization, the 
whole must be greater than any of its 
parts—and any provisions of the Charter 
concerning regional arrangements must 
apply equally to all such groups and not 
only to the Americas. The problem then 
was to write this concept into the 
Charter. 

No part of that document was the 
subject of more discussion and effort. 
The Latin-American republics recog- 
nized that in the last analysis the U. S. 
could be counted on to protect them 
from aggression by any non-American 
power, and, in any case, they did not 
like the idea of non-American states 
being involved in the enforcement of 
peace in the Americas. They were not 
so certain as to intra-American security 
problems and each was therefore par- 
ticularly interested in attaining security 
from aggression by other American pow- 
ers. As a result, the Latin-American 


states favored a strong regional security 
pact, even at the expense of weakened 
United Nation responsibilities. 

It was indeed a problem so to draft 
the regional provisions of the Charter 
that the beneficent American system 
would remain effective,* while other 
regional arrangements, conceivably less 
beneficent, would not undermine the 
authority of the over-all system. The 
problem was further complicated by the 
regional aspects of possible resurgence 
of former enemy states. 

The solution was found in an agree- 
ment that, if the Latin-American repub- 
lics would support and abide by the 
regional provisions of the U. N. Charter, 
which established its over-all authority, 
the U.S. immediately would propose 
and support an inter-American confer- 
ence to be held at Rio de Janeiro. This 


conference would be charged with con- 


summating effective plans for inter- 
American defense, as tentatively agreed 
upon in the Act of Chapultepec. 

That the Rio Conference has not yet 
been held after 18 months is the source 
of much criticism of the U.S. inter- 
American policy by the Latin-American 
states. The U.S. justifies the delay in 
the failure of Argentina to live up to 
its commitments, which were to have 
been prerequisites to. that nation’s par- 
ticipation in the conference. 

As dtlopted, the Charter provides: 

(a) Regional arrangements, consist- 
ent with the purposes of the U. N., to 
deal with appropriate matters relating 
to peace and security; (b) That nations 
concerned use such arrangements for 
pacific settlements of local disputes on 
their own initiative, or on reference 
from the Security Council; 

(c) That the Security Council, when 
appropriate, utilize such arrangements 
for enforcement action; 

(d) That no enforcement action un- 
der. regional arrangements be_ taken 
without authority of the Security Coun- 
cil, except in ‘certain cases regarding 
former enemy states, or under right of 
collective self-defense against armed 
attack pending necessary measures be- 
ing taken by Security Council. In either 
of these cases the regional measures of 
self-defense would be reported to the 
Security Council. 
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American Republics Likely to Constitute 
Most Important of Six Possible Groupings 


It is apparent from these provisions 
that the term “regional” is not clearly 
defined. The record of the discussions 
that led to their adoption indicate, 
however, that they apply to political as 
well as to geographic groups and there- 
fore would include the British Common- 
wealth of Nations. 

On the other hand, the character of 
the arrangements is clearly indicated. 
They apply solely to international peace 
and security, pacific settlements of dis- 
putes, enforcement action and the right 
of self-defense in the case of armed 
attack. There is nothing in the pro- 
visions that contemplates economic con- 
siderations as a basis for regional ar- 
rangements. This is an important fact 
to remember concerning the current 
proposals and discussions of the Euro- 
pean “region.” 

Since there is -no indication of the 
number of states that may form a 
tegional group, it would seem that a 
treaty of mutual defense between two 
states might be considered to constitute 
a regional arrangement under the Char- 
ter. The only requirements in such case 
would be that the treaty be limited to 
matters of mutual defense and security, 
be in accord with the principles and 
purposes of the Charter, and, if made 
subsequent to its adoption, be registered 
with the U.N. 


THE SIX GROUPINGS 


It would seem that when the inter- 
American defense treaties eventually 
are consummated, the American states 
will constitute the most extensive, com- 
plete and important of the regional 
groups. 

_ Other regional arrangements, varying 
in degree as to scope and importance 
are to be expected—with the lower limit 
of what constitutes such an arrange- 
ment not yet clearly determined. How- 
» ever, no multilateral treaties of mutual 
security and defense have yet been for- 
mally announced as constituting region- 
al arrangements under the Charter. 

Next in importance to the Western 
Hemisphere group undoubtedly will be 
that composed of Russia and the states 
within its orbit. It would seem probable 
that Russia will dominate this group 
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much more completely than the U.S. 
will dominate the American group. 

The third most important group, in 
all probability, will be the British Com- 
monwealth of Nations. This will differ 
in important respects, however, from 
the American and Russian groups in 
that its members, though more widely 
separated geographically, are more 
closely united politically, and possible 
aggression among them is not a serious 
consideration. 

The Moslem states constitute another 
prospective regional arrangement. In 
fact, with the important exception of 
Turkey, they already have set up what 
is substantially such a group in the form 
of the Arab League. 

The Far East, including Southeast 
Asia and the East Indies, constitutes a 
“region” which in the future may con- 
ceivably set up a regional system of 
defense and security. Present and pro- 
spective conditions in that part of the 
world, however, indicate that it will be 
many years before such arrangements 
can become an effective element in the 
world-wide system. 

There remains the most important 
region of all from the point of view of 
world security—namely, Europe. Un- 
happily, it presents the most difficult 
problem. At present Europe has neither 
the cohesion, the common interests nor 
the leadership of the American, Russian 
and British commonwealth “regions.” It 
lies prostrate from the war, between 
Russia and the West, subject to the 
divergent pressures and interests of 
each. Its immediate and critical need 
is for economic rehabilitation and eco- 
nomic unity. 

In this situation it is discouraging 
to note that according to official Russian 
pronouncements the Soviet Union sees 
a threat to her security in proposals by 
Winston Churchill and John Foster 
Dulles for a closer association of Euro- 
pean states. 

The U.S. and Great Britain stoutly 
maintain that no such threat is intended 
nor even possible under these proposals. 
It would seem, however, that even if 
Russia could be convinced that she is 
unduly apprehensive in this regard, the 
problems of Europe cannot be solved for 
some years to come by attempting to fit 
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a European regional arrangement into 
the structure of the U.N. 

Aside from the intrinsic difficulties of 
reconciling conflicting internal and ex- 
ternal interests in the European “re- 
gion, there are three principal reasons 
for delay. One is that the underlying 
problem is not one of security, with 
which the U. N. is primarily concerned, 
but one of economic rehabilitation and 
unification. Another is that there can 
be no economic co-operation in Europe 
until adequate German and Austrian 
peace treaties have been signed. The 
third is that, without the inclusion of 
Germany and Austria, Europe can- 
not be united in an effective regional 
group under the United Nations, and 
as former enemy states they are not 
eligible until they have been accepted 
as members thereof. 


CONCLUSIONS 


From this briet discussion it would 
seem, therefore, that: 

(a) The regional arrangements pro- 
vided for in the U.N. Charter are 
definitely subordinate parts of the world- 
wide organization. 

(b) They were created on a com- 
promise basis, largely to meet condi- 
tions in the Western Hemisphere, but 
to apply equally to present or future 
regional groups of undetermined extent 
and importance. 

(c) They exist as additional machin- 
ery for peace and security, and not for 
economic unity and development. 

(d) A great power, if it desires to 
use its veto, can prevent enforcement 
action by the Security Council against 
a member of a regional group and 
thereby ensure that defense against ac- 
tual attack will be handled entirely 
within that regional group. 

(e) Regional groups not yet formally 
constituted under the U. N., but which 
may be expected to develop in the near 
future, are the American group, the 
Soviet group, the British Common- 
wealth of Nations, and the Moslem 
states. 

(f) A Far East and East Indies group 
may eventually develop, but not in the 
near future. 

(g) An effective regional arrange- 
ment for Europe under the U.N. is 
impossible of attainment until the eco- 
nomic rehabilitation of that Continent 
has been accomplished, the status of 
Germany and Austria established, and 
the former enemy nations received into 


the U.N. 
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COST OF HOME REPAIRS 
IS LIMITED BY BRITAIN 


Drastic restrictions on upkeep of 
existing dwellings designed to free 
labor and material for new housing 


Reported from 
LONDON 


England’s_ production — troubles 
now are forcing new and severe restric- 
tions on home repairs. 

Continuing scarcities of materials 


and a shortage of skilled workers for new - 


housing projects are responsible for a 
Government order that limits a Briton 
to an annual expenditure of $176 to fix 
up his worn house. 

The latest order of the Ministry of 
Works limits to $8 in any one month the 
value of materials a householder may use 
in repair work done on his own time. In 
addition, official permits can be requested 
for larger jobs in which materials and 
labor cost no more than $40, but only 
one such license may be granted in any 
six-month period. 

The limits set on home repairs include 

new and used materials and those that 
may have been held in reserve for some 
time by the applicant. For more expen- 
sive tasks, labor “contributed” by friends 
must be included in the calculations. 
Already, difficulties have been encoun- 
tered over proper values to be placed on 
such labor. 
@ Enforcement of the new order is cer- 
tain to lead to further irritations that will 
harass Englishmen straining to comply 
with Government appeals for patience on 
countless other problems. 

Blame for the situation, however, is 
likely to be mixed. George Tomlinson, 
who issued the order, has been appointed 
Minister of Education to succeed the 
late Ellen Wilkinson. So complaints will 
go to the desk of the new Works Min- 
ister, Charles W. Key, who had been par- 
liamentary secretary for the Ministry of 
Health. 

Prosecutions for illegal repairing of 
houses now are to be decentralized, giving 
local authorities responsibility for the 
drive to clear the path for an all-out 
effort to provide new housing. Before 
leaving the Works Ministry, Tomlinson 
asked that records of repair permits be 
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available locally so that neighbors can 
check suspected black market operations 
of other householders on their streets. 

Last year, on a centralized basis, the 

Ministry received 11,155 complaints of 
“over the limits” repair work. Prosecu- 
tions were begun in 133 cases, with 222 
persons convicted. 
@ Conservation of building materials 
is considered a vital part of the Govern- 
ments program to complete 300,000 
dwellings this year. 

A White Paper issued for the Minister 
of Health calls for construction of 240,000 
permanent homes and 60,000 temporary 
houses, and for starting 200,000 of the 
permanent dwellings before the end of 
the year. It is hoped to get an additional 
100,000 under contract in this period. 

Softwood imports will determine the 
ultimate success of the program, but for 
the timé being hopes are being based on 
the 1946 experience. Britain last year 
completed 92,426 temporary houses and 
58,211 permanent homes to provide shel- 
ter for 150,637 bombed-out families 
crowded in with friends and relatives. 

Substitutes for scarce raw materials are 
urged by the Ministry of Health, which 
also is striving for standardization and 
mechanization in home-building to expe- 
dite output of new units. The Ministry 
recognizes the current crisis in fuel and 
transport, but plans nevertheless on 
quadrupling the number of permanent 
homes completed within a year’s time. 
@ Man power, basic problem of British 
economy today, is equally a considera- 
tion in restricting repairs for the sake of 
new building. 

The White Paper contemplates an in- 
crease of 57,000 workers in the building 
trades during the year to bring the total 
labor force at work on construction to 
1,000,000 by December. The general 
rule in English building and civil engi- 
neering is that not more than 60 per cent 
of the labor force is employed on housing. 
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FORTY-DOLLAR LIMIT 
Friends on the job cut down expenses 


Labor distribution this year is being 
arranged to stress the number of workers 
assigned to projects for permanent homes. 
The intent is to increase this group from 
220,000 to 320,000, and one of the prin- 
cipal sources to be drawn upon is the 
workers now employed on “maintenance, 
repair, conversion, adaptation and war- 
damage repair.” 

The upkeep of existing housing, ac- 
cording to the White Paper, occupied 
367,000 workers at the end of last year. 
New targets for 1947 call for immediate 
reduction of that number to 280,000. 

Attention also is to be given to union 

practices for spreading work. Like U. S. 
workers in the building trades, members 
of British unions are sensitive about what 
jobs are done by each trade. Government 
appeals for generosity in this field un- 
doubtedly will meet resistance from 
union agents looking to the day when 
work may not be so plentiful. 
@ Conflict between Britons whose neg- 
lected homes now need a bit of fixing 
and those who have no homes at all is 
likely to be aggravated by the new re- 
strictions on repair work. 

Some Englishmen look upon the order 
of the Ministry of Works as an unwar- 
ranted intrusion into their private affairs. 
The Government, however, is holding 
fast to its announced program. With 
austerity still the rule, the responsible 
officials contend that the new limits will 
help to divide legitimate repairs from 
black market comforts. At the same time, 
they insist, more materials and workers 
will be made available for new homes. 
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CHILE SEEKS LOANS ABROAD 
TO RELIEVE DOLLAR FAMINE 


Chief reliance is placed on Argentine 
credit. Help also is sought from the 
U.S. Export-Import and World banks 


Reported from SANTIAGO 
and WASHINGTON 


A dollar famine and the need of 
becoming less dependent on fluctuating 
exports of minerals are forcing Chile to 
borrow money wherever she can get it. 

President Gabriel Gonzalez Videla 
is putting his influence in Parliament 
behind ratification of the Argentine com- 
mercial agreement, with its $175,000,000 
in credits, At the same time, Chile is 
pushing her application for a $40,000.- 
000 loan from the International Bank, 
and she expects to draw on $49,000,000 
in credits available at the U.S. Export- 
Import Bank. 

Chileans are depending on these cred- 
its, along with close controls on the use 
of exchange, to relieve their current 
shortage of dollars and to enable them 
to weather the slump in copper and 
nitrate exports that is expected eventually. 

U.S. businessmen are following the 
situation closely. Among Latin-American 
countries, ‘Chile ranks second only to 
Cuba in U. S. invested capital, and Chile 
is an important market for U. S. products. 

Inside Chile there is plenty of money. 
The number of pesos in circulation is 
high. Bank deposits are large. But gold 
and exchange, the media of international 
trade, are dwindling, as shown by the 
accompanying chart. And Chile must buy 
the imports her people require and the 
equipment—much of it from the U.S.—that 
will enable her to diversify her economy. 
@ Immediate causes of the dollar short- 
age are strikes and the careless use of 
exchange. 

Strikes last year cut deeply into ship- 
ments of copper and nitrates. These 
industries, largely owned by the U. S., are 
the principal sources of Chile's exports. 

Carelessness frittered away part of the 
foreign exchange that was available at 
the end of the war, when Chile had been 
making heavy shipments of metals and 
nitrate to the U.S. The Government 
issued import permits for more goods 
than could be paid for. Nonessentials 


frequently were ordered abroad. Settle- 
ment of accounts became slow because 
buyers could not get dollars. Now, strict 
controls are in force. 

@ Capital credit prospects for Chile are 
fairly good. 

The Argentine- agreement provides for 
$150,000,000 in long-term credits. Half 
this amount would be used in establishing 
and expanding industries capable of mak- 


ing products Argentina wants to buy. The 


other half would be used for public 
works—roads, railways, air and port facil- 
ities—designed to increase trade between 
the two countries. 

The Export-Import Bank has a $49,- 
000,000 line of credit that Chile can draw 
upon. This line includes $10,000,000 for 
the Chilean State Railways and $39,000,- 
000 for the Chilean Development (Fo- 
ménto) Corporation. The railway account 
was set up for the purchase of rolling 
stock and other equipment. The Fomento 
credit is available for the purchase of 
machinery and equipment for a steel mill, 
cement plants, copper mines, hydro- 
electric stations and agricultural use. All 
purchases will be made in the U. S. 

The International Bank, Chile hopes, 

will make a $40,000,000 loan. The pro- 
ceeds would be used principally to im- 
prove the railway system. Whether Chile 
will get this loan is uncertain now. The 
International Bank has been having ad- 
ministrative troubles, and it has failed so 
far to arrange for the sale of its securities 
in order to raise money for lending. 
@ For immediate help in getting the 
goods that are needed most, Chile’s best 
bets are the Argentine agreement, the 
prevention of strikes and the close con- 
trol of dollar exchange. 

The Argentine agreement, in addition 
to $150,000,000 for long-term invest- 
ments, provides for a revolving fund of 
$25,000,000. Chile could. use this money 
to buy food and other consumer items 
that Argentina could furnish. 


Copper and nitrates are in strong de- 
mand now. If strikes can be prevented, 
Chile will get large amounts of exchange 
from copper and nitrate exports during 
the next two to four years. 

Prudent control of the earnings from 
these exports will furnish few luxuries, 
but it will meet the most urgent needs 
of the people and make possible the pur- 
chase of some capital goods. 

Chile often has been in trouble, but 
she manages to get out of it. Her people 
are resourceful and determined. Pros- 
pects are that Chile will be able to get 
through the present emergency. And she 
is likely to make at least a good start 
toward diversifying her economy so as 
to survive the eventual slump in copper 
and nitrate shipments. 


Chile’s Gold and 
Exchange Holdings 


$125,600,000 


a 


$80,000,000 


Dec., 1945 Dec, 1946. 
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EUROPE’S TRAINS RUNNING AGAIN, 
BUT POLITICS HAMPERS RECOVERY 


Continent’s railroads overcome 
war damage, but future depends 
on co-operation of East and West 


Europe’s struggle to restore its 
war-smashed network of railroads is be- 
ginning to pay off. Trains are overloaded 
and underequipped, but they are run- 
ning again over most of the Continent. 

The comeback still is uneven. 
Conditions are best in West and North 
Europe and in Italy. Zonal barriers still 
hamper railroad restoration in Germany. 
East and Southeast Europe, where the 
roads have lost most of their rolling stock, 
are far behind. 

But passenger and freight traffic gen- 
erally compare favorably with prewar 
volume. In some countries, traffic has 
doubled. Further recovery now depends 
to a large extent on the political future of 
Europe. 

@ Railroad recovery is shown by the fig- 

ures in the accompanying chart. It took 
two years of intensive bombing to cripple 
Europe's railroads, but little more than a 
year to restore much of that which had 
been destroyed. 

Passenger service on international lines 
is back in operation. Express trains con- 
nect Paris with Belgrade and Vienna and 
run regular schedules on other inter- 
national routes. 

The Paris-Rome Express, through the 
Mont Cenis tunnel, is again in operation. 
High-speed rail cars cover the 327 miles 
between Paris and Basel in five hours and 
45 minutes, several hours faster than 
before the war. Daily sleepers operate 
between Paris and Copenhagen and over 
a London-Copenhagen line. Two through 
day-and-night services have been re- 
established between Denmark and Swe- 
den. Through sleeping cars run from 
Calais to Rome and fast electric trains 
extend the service to the. toe of the 
Italian boot. Many of these routes involve 
rail-ferry transport. 

Locomotives no longer are as scarce as 
they were at the war's end. Actually, 
there are more of them in Western Europe 
now than before the war, but the num- 
ber of serviceable engines is smaller. 
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Because of the volume of traffic, how- 
ever, the present reserve of locomotives 
is inadequate. Continued recovery de- 
pends heavily on Europe's ability to 
build, repair and import engines. 

The number of locomotives imported 
from the U.S. in 1946 was 1,600. The 
number to be built in Europe in 1946 
and 1947 is 602. The relative smallness 
of these figures are accented by the fact 
that France alone had more than 18,000 
locomotives before the war. 

Rolling stock is inadequate and in poor 
condition, and this complicates the re- 
covery of Europe's railroads. Most coun- 
tries have less than half as many coaches 
in operation as in 1939. The number of 
freight cars ranges between 60 and 70 
per cent of prewar figures. 

Many of the cars in service are badly 
in need of repairs. Before the war, rolling 
stock requiring repair averaged 8 per 
cent of the total supply. At the start. of 
this winter, 33 per cent of Italy’s rolling 
stock needed shop work, almost 17 per 
cent of those in France needed fixing 
and 10 per cent in Belgium, the Nether- 
lands and Czechoslovakia. 

Traffic demands are equal to, and in 
some cases exceed, prewar levels. To 
carry this volume of traffic with the avail- 
able rolling stock has put the utmost 
strain on railroad efficiency throughout 
Europe. French railroads, for instance, 
have managed to raise the average load 
per car 40 per cent above the prewar 
tonnage. 

Ordinary passenger trains are over- 
crowded. More passengers are being 
moved over longer distances than before 
the war. Much of this volume is emer- 
gency travel such as transportation of 
evacuees, shifts of labor forces and the 
moving of troops and war prisoners. The 
result has been to put a heavy burden 
on Europe's inadequate coaches. 

Freight traffic has been boosted by 
large-scale shipments of food and indus- 
trial raw materials which otherwise would 


have been moved by water or carried 
over shorter routes. This circumstance 
explains why freight traffic figures in ton 
miles are around 90 per cent, on the 
average, of what they were in Western 
Europe in 1938. 

Track mileage has been restored to a 

point close to prewar distances, but the 
figures do not tell the whole story. Actu- 
ally, trackage has suffered as much from 
wear and tear as from bombardment. 
Although most lines have been restored 
and reconnected and many of the major 
bridges and tunnels are in use again, few 
new rails have been laid. The quality of 
the tracks has deteriorated and many 
lines formerly on multiple-track systems 
now are operating on single track. 
@ International planning. is responsible 
for much of the progress made so far 
toward rehabilitating the rail systems of 
Europe. The principal planning agency 
has been the European Central Inland 
Transport Organization (ECITO), which 
includes all occupied countries. Neutral 
countries are working with the agency. 

The organization carried out a postwar 
census of Europe’s railroad systems and 
equipment, organized emergency traffic 
movements and returned to the original 
owners a large number of the locomotives 
and cars scattered by the Germans 
throughout the Continent. 

International agencies which co-or- 
dinated railroad operations before the 
war are coming back into existence, too. 
Several Western European countries 
have again adhered to_ international 
agreements providing for the exchange 
of rolling stock. The International Time- 
table Conference has met twice since the 
end of the war. It establishes schedules 
for fast passenger trains in international 
service. | 

The International Union of Railway 

Administrations is functioning again and 
agreements among various national sys- 
tems for through freight services gradu- 
ally are being restored. An international 
freight timetable conference has laid the 
groundwork for restoration of the princi- 
pal international freight services from 
one end of Europe to the other. 
@ Future conflicts over the course of 
Europe’s railroad development already 
are taking shape. Two distinct tendencies 
are developing. 
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Socialist planners in some countries 
are trying to bring about closer inter- 
national co-ordination of all transport. 
They suggest the establishment of a 
common pool of reserve rolling stock, 
uniform technical operation of trains and 
would place traffic management under 
the control of a central administration 
with powers similar to those of the Inter- 
state Commerce Commission in the 
United States. 

A more moderate plan would tighten 
the links among the various national rail- 
roads and develop the International Un- 
ion of Railroad Administration into the 
European counterpart of the Association 
of American Railroads. Both these pro- 
posals would tighten economic and po- 
litical ties among the countries of Europe 
and prevent the use of national railroad 
systems for aggressive purposes. 

Economic nationalism in some coun- 
tries, however, is working away from 
international co-ordination of railroad op- 
eration. There are many indications that 
European countries once again are trying 
to capture for their own systems traffic 
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that normally would move along other 
routes. This policy of freight discrimina- 
tion was practiced particularly along 
north-south routes before the war. 

The outcome of this conflict between 


the tendency toward international co- 


operation and that toward sharper com- 
petition among national systems depends 
almost entirely upon the governments. 
Now that the British railroads have been 
marked for nationalization and the pri- 
vate railways of Sweden have been amal- 
gamated with the Government system, 
there are practically no privately owned 
railways in Europe. 

Indications are that, for the immediate 
future at least, Europe's railroad policies 
will be blended into a pattern not far 
different from that which existed before 
the war. National systems probably will 
remain independent of one another, but 
prewar agreements on such matters as 
schedules, routes and rates may be tight- 
ened in some respects. 

@ The final pattern of Europe's rail- 
roads, once recovery is complete, will be 


shaped by the future of Germany and 
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the future relations between Russia and 
the Western powers. Germany remains 
the principal east-west link between Eu- 
rope’s rail systems. 

If Eastern and Western Europe are 
politically co-ordinated, east-west lines 
through Germany and Czechoslovakia 
are likely to be fully restored. Then the 
trend will be toward international co- 
operation, since most traffic must move 
through Germany and offers no oppor- 
tunity for competition from the railways 
of other countries. 

If Europe remains politically divided, 
restoration of Germany’s east-west lines 
will be limited. Im any case the north- 
south routes through Germany will bear 
the brunt of Central Europe's inter- 
national rail traffic. This could increase 
competition among countries which have 
parallel north-south systems. 

In the end such competition could 
make international agreements on freight 
policies and the exchange of rolling stock 
less effective than before the war. Ger- 
many, thus, is the hub of Europe’s rail- 
road future. 
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WHO SPEAKS FOR PALESTINE? 


The United Nations eventually must 
tackle the problem of Palestine. When 
it does, it will plunge into a tangle 
that appears insoluble. Britain’s search 
for a workable compromise, spread 
over the last 25 years, has ranged from 
futile to hopeless. Throughout that pe 
riod, Jews and Arabs have moved far- 
ther apart, and distrust has increased. 
Disagreement has spread in an ever- 
widening circle, until today the Pales- 
tine question is woven into the fabric 
of domestic politics in countries around 
the world. 

Most deeply involved is Great Brit- 
ain. Britain remains responsible for the 
administration of Palestine under a 
League of Nations mandate established 
in 1920. The photograph above, show- 
ing Foreign Secretary Ernest Bevin pre- 
siding at the last sessions of the 
Conference on Palestine in January, 
typifies Britain’s official concern. 

Zionist pressure on Britain to estab- 
lish “a Jewish state under the British 
Crown” in Palestine dates back to 1897. 
In that year the first Zionist World 
Congress adopted this formula as a 
solution to population pressures and 
anti-Semitism in Eastern Europe. Col- 
lapse of the Turkish Empire after 
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World War I gave fresh impetus to 


- Zionist hopes. In 1917, the Balfour 


Declaration gave British Government 
support to the enterprise, and the 
League mandate of 1920 implemented 
it by designating the World Zionist 
Organization as an advisory body to 
co-operate with British authority. 

In 1921, Arab riots in Palestine 
underscored Arab opposition to estab- 
lishment of a Jewish state in Palestine. 
Dissolution of the Turkish Empire had 
released a tide of Arab nationalism 
at the same time that it had raised 
Jewish hopes. That tide has risen. 
Today, seven Arab states are joined in 
the Arab League, within which they 
retain complete independence but unite 
for certain objectives. Basic aim of this 
loose federation is to oppose a Jewish 
state in Palestine. 

Britain’s first effort to compromise 
the conflict between Arabs and Jews, in 
1922, satisfied neither side. In the years 
since, each successive effort iin set- 
tlement has found the two factions far- 
ther apart. Against Jewish claims to 
Palestine, based upon Old Testament 
history, Arabs cite the predominantly 
Arab population of the region through- 
out modern times. 


ZIONISTS fix Jewish policy for Palestine 
through the World Zionist Organization, 
which was created at the first World 
Zionist Congress in 1897. Any Jew may 
vote for delegates to the biennial Con- 
gress by buying a shekel, which entitles 





ARABS in Palestine voice their strongest 
opposition to Jewish plans through the 
Arab Higher Committee. At this session 
last year, they rejected the British proposal 
to admit 1,500 Jewish immigrants a month. 
The Committee is said to be dominated 
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him to a ballot. Two million shekels were 
bought in 1946. The 1946 Congress voted 
against its leader, Chaim Weizmann, 
who urged that the door be kept open for 
continuing negotiations with Great Britain. 
He is shown addressing the Congress. 
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by the Grand Mufti of Jerusalem, who was 
an ardent Axis ally throughout the war. 
It is backed, however, by the more 
powerful Arab League. League states, in- 
cluding more than 30,000,000 Arabs, seek 
an independent Arab state for Palestine. 


—International 


UNITED STATES Jews number close to half the world’s total, supply most 
Zionist funds. They have made the Palestine question a live issue in domestic 
— A years ago, these rabbis marched on the Capitol, 1,000 strong. President 

ruman sought to change British policy for Palestine, and more recently Governor 
Dewey of New York, Senator Taft of Ohio and other political leaders with an 
eye to the 1948 elections have declared themselves supporters of Zionist aims. 


—Sovfoto 


RUSSIA is an imponderable weight among the forces bearing on Palestine. On 
the level of power politics, Britain’s established Strategical position in the Middle 
East clashes with Russian ambitions there. On the cultural level, Russia’s large 
Moslem population (these peasants called to worship are in Uzbekistan) provide 
a link with the Arab world. For Russia’s nearly 4,000,000 Jews, Zionism is a 
forbidden subject. Instead, Jewish colonization is encouraged in Birobidzhan, 
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LEGAL AND ILLEGAL IN PALESTINE 
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WORLD ZIONISTS exercise authority over the Jewish community in Palestine JEWISH AGENCY for Palestine has 


through the Jewish Agency for Palestine. Actually, the top officials are the same its own administrative machinery there. - 
in both organizations. David Ben-Gurion (left) is chairman of the Executive of Nine out of 20 members of the Agency's 4 
the Jewish Agency for Palestine and top Zionist official in Palestine. Rabbi Abba —_—_ Executive are Palestinians. Sol Shertok at 
Hillel Silver, shown standing next to him, is chairman of the American branch of — was chairman of the Political Depart- | y 
the Executive and is also president of the Zionist Organization of America. ment of the Agency when he made § 4 
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HAGANAH is described as the citizen army of Palestine, estimated to number IRGUN ZVAI LEUMI is a frankly 
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~ —Black Star 





70,000. Such training in arms is justified by the need for defense forces in frontier terrorist organization that split off from 
settlements. In the war, many Haganah members served the Allied cause. Today, the Haganah. Estimates of its size range 
the Haganah fosters illegal immigration and, in so doing, holds bombing of from 2,500 to 10,000. It acknowledged 
military installations justifiable if advance warning is given. The Haganah enjoys responsibility for this greatest of Palestine 
wide popular support and at least unofficial approval of higher Jewish authority. bombings, the destruction of the King 
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~—British Combine 


this address before Agen rsonnel just 
after he had been vnand rom arrest by 
the British. Shertok now is the represent- 
ative of the Executive of the Agency in 
Washington, a post corresponding to that 
_of ambassador to the U. S. for the Zionists. 
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David Hotel in Jerusalem. The Irgun 
is officially condemned by higher Jewish 
authority. Its own position is that it 
is at war with Britain and therefore 
that its members, if convicted of crime, 
are not criminals -but prisoners of war. 


_ —British Combine 


VAAD LEUMI is the popularly elected parliament of the Jews actually residing 
in Palestine. In effect, it is the legislative branch of a government that does not 
exist. However, it serves to funnel popular opinion and has strong influence in 
the community. The speaker shown at this meeting, called to protest the British 
White Paper of 1939, which stopped immigration into Palestine, was a 
member of the Vaad Leumi. He was also a newspaper editor and labor leader. 
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—Black Star . 


STERN GANG is a still smaller faction, even more unrestrainedly terrorist. Its 
doctrine holds that all British personnel are legitimate objects of violence. In 
Palestine today small armed groups such as this may be bent on benign errands 
of protection or missions of ruthless crime. Because of the illegal status of these 
armed groups, it is at least theoretically possible for the same individual to 
operate as a member of the Haganah one day, of the Stern gang another day. 
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PRO AND CON IN THE U. S. 


—International 


PRO-ZIONIST forces in the U.S. include women’s, 
labor and religious branches of the Zionist Organization, 
the American Jewish Congress, whose eloquent spokesman, 
Rabbi Stephen Wise, is shown above, and many other 
groups. Their appeal derives strength from the unbroken 
tradition of religious sentiment toward the Holy Land. 


—Keystone 


EXTREMIST FRINGE is represented by American 


League for a Free Palestine, for which J. J. Smertenko, 
shown above, is a spokesman. Its claim to have financed 
illegal immigrants is disputed by the Haganah. Violently 
anti-British, the League takes the position that lawful 
authority in Palestine is a Zionist “government in exile.” 
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—International 


ANTI-ZIONIST groups include the  ultrareligious 
Agudas Israel, shown at their last convention, who hold 
that the return to Israel will be led by the Messiah and 
Should not be the subject of sunadleni politics. The 
American Council for Judaism sees political danger in 
possible conflict between Zionist and national allegiances. 


—International 


MIDDLE GROUND is expounded by Joseph M. Pros- 
kauer, president of the American Jewish Committee. Sup- 
porting reopened immigration into Palestine, but not a 
Jewish state there, the ener toers argument is based on 
humanitarian grounds. Its aim is to alleviate the plight of 
the remaining Jews in Europe and give them a new start. 
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SKILLED ORGANIZER, who knows how 
A to design and operate military ma- 
chinery, soon is to have his say abqut the 
tasks and strength of a world police 
force. He is Gen. Joseph Taggart Mc- 
Narney, who at 53 has devoted about 
two thirds of his life to the U. S. Army. 

By aptitude and by experience, Mc- 

Narney is a natural choice in his forth- 
coming job as a U.S. member of the 
United Nations Military Staff Commit- 
tee. A year, now ending, as Commanding 
General of United States Forces in 
Europe is a part, but only a part, of Mc- 
Narneys widely diversified preparation 
for larger responsjbilities. 
@ Marshall’s deputy. McNarney is one 
of the younger U.S. generals who did 
the essential yet unspectacular staff work 
behind the winning of World War II. 
His features seldom were pictured on 
the front pages of the newspapers. Once 
in a while he got into print as the “right 
arm” of General of the Army George C. 
Marshall. He was that in the full sense 
of the term. 

For more than two tough years (1942- 
44), as Deputy Chief of Staff, McNarney 
dealt effectively with a multitude of com- 
plex problems, sparing Marshall from 
time-consuming details, substituting for 
Marshall before Congress and _ sitting 
with the Joint Chiefs of Staff in Mar- 
shall’s absences. Marshall's orderly dele- 
gation of authority frequently put it up 
to McNarney to take action affecting the 
reputations and fortunes of individual 
officers. And ifi General Marshall's esti- 
mate, the weeding out of inefficient per- 
sonnel was as troublesome a problem as 
any the Army had. In effect, McNarney 
was the office manager of the biggest 
business then functioning in the U. S. 

In many ways McNarney was carrying 
out a blueprint he had drawn himself. 
Among professional soldiers, McNarney 
is respected, above all, as an author of 
the classic reorganization of the War 
Department of March 9, 1942. That 
overhauling, the first of its scope since 
1903, was revolutionary in character. It 
established an administrative pattern 
that endured with only slight modifica- 


tions throughout the war and well into 


demobilization. 

@ McNarney’s critics. Occasionally, Mc- 
Narney’s colleagues remarked upon his 
hard-boiled, even ruthless, methods of 
administration. “At the height of his 
housecleaning a few called him “Little 
Caesar.” When they got down to specific 
cases, however, they usually credited him 
with logical reasoning and deliberate 
fairness. 


McNARNEY: 
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GEN. JOSEPH T. McNARNEY 
Tough job for a tough soldier 


Sometimes McNarney was referred to 
privately as an ambitious general who 
enjoyed a close friendship with the late 
Harry Hopkins. In fact, there was con- 
siderably more basis for his acquaintance 
with Hopkins than any personal fancy. 

And again McNarney was described 

by some as a career flier eager to further 
the aspirations of the Air Forces. He was 
indeed a career flier and still is rated a 
command pilot, combat observer and 
technical observer. Actually, he came to 
power at a time when increasing recog- 
nition of the Air Forces was inevitable. 
There was, for instance, a coincidental 
increase of 50 per cent in the number of 
airmen on the General Staff. Precisely 
what McNarney did to accelerate that 
trend is a matter of conjecture. 
@ Early influences. McNarney is the 
son of a lawyer. His mother was an early 
temperance worker. A Scotch-Irish con- 
science, his friends say, often prompts 
his stern manner. 

An uncle’s visit, in Army uniform, to 
his home town, Emporium, Pa., led 
McNarney as a youth to fix upon a mili- 
tary career. He was graduated from West 
Point in 1915, in the same class with 
Gen. Omar Bradley, and set out to be 
an aviator as soon as regulations would 
permit. 

In World War I McNarney was in 
France, connected with every major 
American offensive, but his assignments 
largely were at command posts. After- 
wards, he went through the postgraduate 
schools of the Army with distinction, 


New Responsibilities 


being recalled to teach at a field officers’ 
school and later at the Army War Col- 
lege. 

In May 1941, while holding the tem- 

porary rank of brigadier general, Mc- 
Narney got his first big chance. He was 
assigned as an observer of the. aerial 
warfare over Britain. 
@ Mission to Moscow. Just before the 
Atlantic Charter meeting of President 
Roosevelt and Prime Minister Churchill 
in August 1941, Hopkins flew to Moscow 
from Britain. He took McNarney with 
him for a firsthand look at Russian re- 
sistance to the German invasion. The two 
men got along well together. And the re- 
port made by Hopkins, recommending 
important assistance to Russia, exerted a 
profound effect on the course of World 
War II. 

Immediately after Pearl Harbor, Hop- 
kins approved, if he did not actively 
propose, the appointment of McNamey 
as a member of the Roberts Commission 
to investigate the disastrous Japanese 
attack. McNarney then progressed to the 
chairmanship of the Reorganization 
Committee of the War Department and 
subsequently to the job of being Marsh- 
all's deputy. 

Anxious for service in the field, Mc- 
Narney, in October 1944, got to Italy 
as Deputy Allied Commander in the 
Mediterranean. He had an active hand 
in the campaign in the spring of 1945 
that ended with the surrender of the 
German armies in Northern Italy on 
May 2. He succeeded General of the 
Army Dwight Eisenhower in the Euro- 
pean command at the end of November 
1945, and inhefited as his assistant, 


‘ Lieut. Gen. Lucius D. Clay, who oper- 


ated in Berlin, with McNarney in Frank- 
furt. 

@ Postwar experience. Clay's familiarity 
with economic questions, with the man- 
agement of Berlin and with the Russian 
position in Germany enabled McNarney 
to take over smoothly. Too, he found 
himself occupied with many other press- 
ing subjects. | 

It was up to McNarney to deal with 
the problem of American soldiers who 
wanted to go home, with recruits too 
young and untrained to do their work 
properly, with the Allied intention to 
denazify Germany and with the disposi- 
tion of refugees. 

McNarney worked out the reduction 
of U.S. forces, now down almost to 
200,000 in Germany, or roughly 50 per 
cent of their size upon his arrival. His 
ability as a planner is evident in the 
tapering-off schedule which by early 
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summer will reduce U.S. strength in 
Europe to one division, ten constabulary 
regiments, two regimental combat teams 
and eleven air groups. 

By Christmas 1945, McNarney was 
ready to extend amnesty to 800,000 
minor Nazis and to begin to get them 
back to work. Even then, 2,000,000 ac- 
cused as Nazis were left to await trial 
or some other form of screening. 

Recently, McNarney told Herbert 
Hoover that resettlement in Palestine is 
the only feasible solution to the problem 
of what to do about 150,000 Jewish 
refugees in U.S.-occupied Germany. 


They are part of an estimated 525,000 
displaced persons requiring relief. 

@ Outlook. Before McNarney leaves 
Germany, he is expected, according 
to a wireless dispatch from Thomas 
Hawkins, staff correspondent of World 
Report, to make a final report including 
recommendations for the future policing 
ot Germany. It is McNarney’s ability to 
look ahead, to combine military vision 
with a realistic grasp of available re- 
sources, that equips him to speak for the 
U.S. before the United Nations on ways 
and means of putting down armed ag- 
gression. 


STRACHEY: Hungry Britons Depend On Him 


NEW CHAMPION for the Labor Gov- 
Feat is rising out of Britain’s mul- 
tiple crises. He is Evelyn John St. Loe 
Strachey, (pronounced stray-chee), the 
Food Minister who is making critics of 
the Government eat their words. 

Housewives howled, even demon- 
strated, when Strachey put Britain on 
bread rationing last summer. Winston 
Churchill scornfully declared rationing 
was unnecessary, and turned the Opposi- 
tion attack against the tall newcomer to 
Government, once considered a Marxian 
Communist. Strachey refused to back 
down. 

Now Emanuel Shinwell, Minister of 
Fuel and Power, is the target for criti- 
cism because he failed to do exactly what 
Strachey did—prepare Britain for short- 
ages this winter. As a result, while Shin- 
well takes the blame for Britain’s desper- 
ate power shortage, Strachey is off on a 
trip to Canada and the U.S. to see how 
much food Britain will get by 1948. 

Despite difficulties in transporting 
wheat to Britain from Canada and the 
U.S., British housewives still are getting 
the 9 ounces of bread a day that Strachey 
set last July. A cut in*the rations may 
still be necessary, but no Briton denies 
in February that Strachey was right last 


July. 


@ Food for production is Strachey’s goal. 


The only comment his work has yet 
drawn from Lord Woolton, Britain’s 
Food Minister in wartime and now a 
member of the Conservative Opposition, 
is that “an extra pound of meat under a 
miner's belt. will produce more coal than 
the arid contemplation of part ownership 
in the coal mines.” Strachey agrees. 

To keep food imports down to the min- 
imum, Strachey looks to British farmers. 
His Ministry buys up the produce of 
British farms at prices set by the Govern- 
ment and sells to wholesalers at a lower 
price. This subsidy program cost Brit- 
ain $1,250,000,000 last year. 

Minimum prices for cattle, sheep, milk 
and eggs produced in Britain now are 
guaranteed to hold, for the next four 
years, at levels approximating 1944-45 
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prices. Farmers thus are encouraged to 
produce all they can. World supplies may 
increase in the meantime, but Strachey 
calls his program “cheap insurance for 
food.” 

Strachey never misses an opportunity 
to warn Britons that the “battle for food” 
is an emergency of wartime proportions. 
Farm journals in Britain are predicting 
that Strachey will retain control of food 
distribution until Britain’s world cur- 
rency position is improved. 

The U. S., which kept Strachey on Ellis 
Island for two weeks in 1938 as a pos- 
sible Communist, came to the rescue last 
month when Canada lacked transport for 
promised wheat. Supplies for less than 
eight weeks were on hand. Strachey pre- 
pared to fly to the U.S. seeking emer- 
gency help, but he got it by telephone. 

Not only did the U.S. promise to let 
Britain buy and export 68,000 tons of 
wheat and 36,000 tons of flour before the 
end of January, but gave Britain priority 
to move Canadian wheat on U.S. trains. 
The purchase of 500,000 tons of Argen- 
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BRITONS EAT HIS BREAD... 
Critics eat their words 


ad 


. tine wheat for the first half of 1947 now 


may pull Strachey’s bread ration through 
a dangerous spring. 

@ Escape artist. Strachey has flirted with 
political oblivion so frequently in his 
personal career that critics marvel at his 
rise to a key position in the Cabinet. 

His background was conservative and 
wealthy. His father, the late editor and 
publisher of the London weekly “Specta- 
tor, sent him to Eton and Oxford. He 
emerged from Oxford an eager Socialist 
who wrote flaming editorials for the pub- 
lication of the Miners’ Federation of 
Great Britain during the 1926 general 
strike. 

About the same time, Strachey aligned 
himself with Sir Oswald Mosley, then 
leader of the left wing of the Labor Party. 
He wrote a book in defense of Mosley’s 
ideas, called “Revolution by Reason,” 
and, in 1929, was elected to Parliament 
as a Mosley follower. 

Mosley obtained Labor Party leader- 
ship in 1930, but was defeated in Par- 
liament. Bitterness led him to quit the 
Labor Party, and he took Strachey with 
him into his “New Party.” Later, after 
Mosley turned Fascist, Strachey turned 
toward the Communists. 

While Mosley founded the British 
Union of Fascists, Strachey published a 
book, “The Coming Struggle for Power,” 
which was a sympathetic analysis of 
communism. He helped Harold Laski 
and Victor Gollancz organize the Left 
Book Club in Britain and made frequent 
trips to the U.S. for lecture tours. 

Despite his Communist leanings. 
Strachey never joined the party. When 
the Nazi-Soviet pact was announced in 
1939, he publicly denounced the anti-war 
attitude of the Communist Party. 

When war began, Strachey was first 
an air-raid warden, then a public relations 
officer for the Royal Air Fotce, and finally 
a commentator for the British Broad- 
casting Company. 

The Labor landslide of 1945 returned 
Strachey to Parliament as a member of 
the Labor Party, which hailed him as a 
returned prodigal. When ‘a replacement 
was needed for Sir Ben Smith, who 
found the food crises too much for him. 
Strachey took over as Food Minister. 

Within three days, Strachey had 
brought applause from both sides of the 
House with a brilliant speech in which 
he declared that “famine, like peace, is 
indivisible.” He sidestepped efforts of 
Conservatives to lead him into dangerous 
predictions about Britain’s diet, but he 
shocked former classmates at Eton and 
Oxford on the Conservative side by usin 
such non-British phrases in debate as 
“Pull yourself together!” 

Strachey has warned Britons that thev 
cannot expect to get back their prewar 
diet before 1950. If Strachey still is 
Food Minister by that time, chances are 
that the Labor Party will find him ready 
to be its outstanding champion. 
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Peru grumbles about her seven troubles 


while groping for great natural wealth 


LIMA 
I’ you will walk down one of the quaint- 
est streets in Lima, a street called 
Siete Pecados (Seven Sins), passers-by 
will tell you about Peru’s seven troubles: 
inflation, high prices, food shortages, bad 
communications, lack of imports, a semi- 
feudal economy and an explosive political 
situation. 

That, in short, is the common pattern 
of most of Latin-American life today, 
and that is what plagues the oldest city 
on the Continent. 

Business is booming in Lima. But liv- 
ing and enjoying the fruits of business 
are uncertain. Politics are eternally in 
crisis. If youre a Peruvian, the well- 
organized, ever-present Alianza Popular 
Revolucionaria Americana Party is your 
breakfast, lunch and dinner conversation, 
and you're either worried about it or you 
defend it devoutly as Peru’s salvation. 

Some prominent citizens carry guns in 
fear of assassination in the streets, but 
others laugh at alarmists and walk about 
freely with no fear worse than that of a 
recurring earthquake. 

There are queues for everything from 
food to transportation, and they run 
clear around the block. But, with the 
usual protests, the people take their sit- 
uation philosophically. 

Here in Lima, citizens have organized 
even the procedure of standing in line. 
Many bus terminals have two queues, 
facing each other, tug-of-war fashion. One 
is for those who want to sit, and the other 
for those who want to stand. The “sitters” 
must enter first until all seats are oc- 
cupied. Then the “standee” line moves in. 
Nobody fights. Peruvians point with pride 
to this manifestation of cultura. 

On the other hand, tramways often 
are jammed to the roof with riders. As a 
result of several fatal accidents, police are 
carrying on an energetic campaign to ar- 
rest anyone protruding from a streetcar 
in Lima’s narrow streets. Newspapers 
carry long lists of persons arrested for 
committing this violation in their eager- 
ness to get home from work in less than 
two hours. 

Visitors bang telephone instruments in 
angry frustration for hours in order to get 
a call through on Lima’s busy phone 
system. Old residents are wiser. They 
gave up long ago. Some win bets wager- 





ing they can get to any point in the city 
faster than a telephone call can be put 
through. 

A Lima housewife complained to me: 
“I lose all morning on the lines. One of 
us goes for rice and sugar; another mem- 
ber of the family for oil and butter; an- 
other for coal; the little boy for meat— 
if there is any meat; another member of 
the family—if there’s anybody left—for 
beans, flour, salt. Now we've got to stand 
in line for milk for the kids—and the milk 
isn’t good.” 

A scrawny chicken, when available in 
Lima’s markets, brings $3. Beef is usually 
unavailable either at the legal rate of 50 
cents a kilo or at the black market rate 
of $1.50 a kilo. Canned goods, imported 
from the U. S. or Argentina, are available, 
but at fabulous prices. A regular size can 
of fruit cocktail sells at more than $1. 

A few good hotels and restaurants man- 
age to serve a variety of good food, but 
you cannot have lunch for less than $2. 
American cigarettes sell at about 30 cents 
a pack. Beer is cheap at 8 cents a glass. 

Food shortages and inflation are part of 
the whole world economic picture, but 
politicos here ascribe it also to Peru’s 


need for irrigation and a more compre-. 


hensive food supply program. Much of 
Peru is desert and mountain. There are 
few highways and railroads. 

Cotton and rice, grown for lucrative 
foreign markets, gobble up available land 
that could be used to produce food for 
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domestic consumption. Higher city wages 
lure farm workers who used to produce 
food. Agricultural and industrial produc- 
tion have been reduced by decrees cut- 
ting working hours and by the in- 
numerable holidays that clutter every 
Latin-American calendar. 

Yet, despite all these problems, Peru- 
vians are grateful to live in greater free- 
dom from fear than they did some years 
ago. They enjoy a democratic Govern- 
ment and a functioning Congress after 
decades of dictatorship. There are no 
political prisoners. 

Peruvians know their country has tre- 
mendous untapped wealth, but they point 
to the lack of credit, capital and techni- 
cians to develop it, and the millstone of a 
semifeudal, semicolonial economy that 
hangs about their neck. 

For years, wealthy landowners and 
foreign business have been the determin- 
ing factor in political life. A few domestic 
landholders control much of the sugar, 
wool and cotton production of Peru. The 
spread between the very rich and very 
poor is as accentuated in Peru as it is in 
any country in Latin America. 

The British own railways, breweries, 
flour mills, cotton, petroleum. Americans 
own air and sea transport, petroleum, min- 
ing. And Peru overflows with wealth— 
gold, silver, copper, oil, tungsten, molyb- 
lenum, lead, vanadium, quartz, antimony, 
coal, rubber. One of the wealthiest assets 
of all is Peru’s guano deposits—used for 
fertilizer. 

In spite of all this wealth, most Pe- 
ruvians live in poverty, illiteracy, disease. 
The large Indian population is to a great 
extent neither a producing nor a con- 
suming factor in the economy. Most Pe- 
ruvians live in one-room adobe shacks 
without electricty, water or sanitary fa- 
cilities. The child death rate runs as high 
as 40 per cent. 

The Peruvian consumes annually only 
11.7 liters of milk per capita, compared 
with Argentina’s average of 135 and 159 
for the U.S.; 200 grams of butter to 
2,000 for Argentina and 8,000 for the 
U.S.; 14% kilos of meat to Argentina’s 
136%. 

Yet, economists, businessmen and Gov- 
ernment leaders feel that Peru’s future 
is bright. New industries are starting up 
in steel, coal mining, hydroelectric power, 
fruits, chemicals, rubber products. Huge 
expansion is under way in road building, 
railroad improvements, port facilities, 
fishing, agriculture, lumbering, irrigation. 
Peru welcomes foreign capital and tech- 
nicians. 

U.S. co-operative health, sanitation 
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and food supply missions are working 
with Peruvian authorities to develop the 
country. 

A democratic Government is striving 
to extend further social security benefits 
and social welfare projects such as low- 
cost housing, hospitals and health centers 
and the “popular restaurants” for work- 
ers where a meal costs less than 10 cents. 

Many Peruvians feel the progress is 
too slow so far. 


Unhappy Berliners are 


But if you ride along the excellent 
concrete highway from Lima to the port 
of Callao, eight miles away, you will pass 
a monument on which is the battered 
wreck of an auto smashed in an accident 
some years ago. On the pedestal is this 
reminder to Peruvian motorists: Despacio 
se va lejos (Go slow and you'll travel far). 

In Peru, the people wonder if there's 
more symbolism than tourism in the 
monument. _ B. S. R. 


told by the Soviet 


that Western powers are the ones at fault 


BERLIN 
HROUGH A CRACK in what has become 
popularly known as the Iron Curtain, 

we can see that the Russians are softening 
their attitude a little toward economic 
unity of Germany. But theyYTe using old 
tactics again. A propaganda campaign, in 
full cry, is aimed at justifying Soviet zonal 
administration, belittling American-Brit- 
ish zonal plans for industry, and demand- 
ing a complete unification. That’s a good 
way to build up a case that can be com- 
promised. 

The Germans are getting that “line” 
every day in the German newspapers 
published in the Soviet sector, over the 
Soviet radio beamed at German listeners, 
and in any conversation revolving around 
the subject. 

The door is not wide open. Should 
the Russians fail to get pretty much 
what they want, it would be easy to 
blame the West. But the people here 
who keep in closest touch with the 
Russians, including many in Military 
Government, feel that the chances are 
pretty good that a compromise agreement 
will be worked out. 

Russia still wants reparations from 
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German production to feed her own 
economy, and needs coal and other ma- 
terials from the Western zones to operate 
some of the factories she has taken over 
or operates in the Soviet zone. By in- 
tensively sponsoring economic unity now 
(after holding back a year) and by sharp- 
ly attacking Western methods, Russia 
appears to be out to win some kind of 
title, maybe “Savior of Germany.” 

Russia’s own considerable needs and 
her long-range political aims for a Slav- 
dominated and communized Europe are 
the real reasons for her present policies in 
the opinion of most of the competent ob- 
servers here I've talked to about the 
question. 

From the Russian point of view, this 
is just the time for a campaign of criti- 
cism. Winter is severely handicapping the 
U. S.-British program for stepping up ex- 
ports to make their zones self-supporting. 
Disrupted transport and diversion of coal 
for electricity and to keep the people from 
freezing caused a drop in the Western 
zone’s industrial output in early January. 
Many paper and pulp mills, rubber plants, 
chemical, iron, glass, cement and build- 
ing-material industries were closed down. 
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Frozen inland waterways, shortage of 
railway rolling stock, shortage of crews 
(who lacked shoes and clothing), de- 
layed actual export of manufactured 
goods. I know of one shipment of 25,000 
cubic meters of lumber, for instance, that 
was blocked in river ports when naviga- 
tion was halted. 

The great need for shoes is far beyond 
any possible production at the present 
time. The fuel supply is extremely short, 
and most Berliners are cold day and night. 
Food is sufficient to maintain life, but it 
is fearfully monotonous. 

There is resentment against American, 
British and French officers and troops and 
their families living in most of the best 
homes while Germans are crowded into 
what’s left or crudely repaired ruins of 
houses and buildings. 

While the situation, perhaps, couldn’t 
be helped under the circumstances, wide- 
spread bitterness among the Germans 
has been created. They are colder and 
hungrier than ever before and receptive 
to propaganda that will place the blame 
anywhere. They have ranted against the 
Russians for some time; now, their dis- 
trust and dislike are sharpening toward 
the Americans and British. 

The unemployed in Berlin (150,000 to 
200,000 at a conservative estimate) al- 
ready are conditioned to believe almost 
any tale about American and British 
faults and failures. The Russian-licensed 
press and radio are taking full advantage 
of,the situation with daily blasts in which 
almost all of Germany’s troubles are 
blamed on the “capitalistic West.” 

An intensity of German national feel- 
ing has been the major result so far. It is 
apparent, however, that the first nation, 
or nations, to bring major relief from 
these admittedly unfavorable conditions 
will be the first in line for German friend- 
ship. 

Right now, after a siege of bitter 
weather, the coal shortage has provided 
fresh ammunition for verbal attacks on 
the Western nations. Export of German- 
mined coal, Germans charge, is part of 
a reparations program to punish them 
and cripple the economic life of the na- 
tion. 

Even without the Communist press, 
Berliners pass along a steady stream of 
rumors that the British, Americans, and, 
of course, the French are taking unfair 
amounts of coal: Germans living in the 
Soviet zone know that they, also, have no 
coal (except “brown” coal mined in their 
zone and they have to buy that in the 
black market). But they are very careful 
about any open criticism. 

Americans and British here agree that 
Soviet Russia, realizing that Germany 
again is to play a role in Europe's econ- 
omy, has unleashed propaganda designed 
to switch the blame for exploiting Ger- 
many from the Soviet: to the Western 
powers and thereby win friends among 
the Germans. T. H. 
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Passing of the peak of the coal crisis in Britain leaves an aftermath of 
basic problems to be met. Underlying troubles will still shackle industry. 

The coal problem itself is difficult, but not insurmountable. 

Coal production in Britain is only 10 per cent smaller than in 1957-358. 

The loss in output stems from a 12 per cent shrinkage in the number of miners, 
&@ 10 per cent cut in their productivity, a 100 per cent increase in absenteeisn. 

Finding more men for the mines is harder than it sounds. But it could be’ 
done by releasing more men from military service, bringing in more men from the 
Continent, possibly displaced persons or more prisoners of war. 

Falling off in output per miner is still more difficult to combat. Coal 
veins in Britain are getting more narrow and irregular as they are worked out. 
The British have been buying more coal-mining equipment in the U.S. and are man- 
ufacturing some themselves. But modernization and mechanization will be costly, 
Slow and less effective than they would be in the U.S. 

The Labor Government is reluctant to take more drastic measures to keep 
miners at work or to force others into the pits. But the shocking experience of 
the last fortnight may force a sterner attitude. 

















But coal production in Britain is going to have to surpass prewar levels. 

Since the war, the railroads, gas and power plants have been using far more 
coal than in 1937-38. This has squeezed coal supplies available for iron and 
steel, machinery and other industries and gradually has cut off coal exports. 

To restore exports and supply sufficient coal to industry, coal production 
may have to be raised 20 per cent above current levels. 








If coal problems can be licked, there’s another bottleneck in power. 

Britain's electricity system never has really recovered from the war. 

Plant breakdowns and periodic overhauling reduce effective capacity seri- 
ously. Maximum winter demand is about 15 per cent larger than power available, 
even when plenty of coal can be supplied to the steam-generating plants. 

Nationalization of the electricity industry is proposed and an $800,000,000 
expenditure is planned to increase power capacity by 60 per cent. The only 
trouble is that this project will not be completed until 1950. 

Britain's industrial health depends on solutions of the coal and power prob- 
lems. Given adequate supplies of both, she has impressive potentialities. But it's 
going to take time to get back in stride. Further aid from overseas, possibly 
from the World Bank, may be needed after the U.S. and Canadian loans run out. 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


Meanwhile, along the Western tier of the European Continent..... 

Norway is considering heavy expenditures for modernizing her railroads. 

Plans are for a 15-year development program involving $50,000,000. 

Largest part of these funds would go for new equipment. Besides rolling 
stock, new track and signal systems, power and transformer stations would be in- 
Stalled. Electrification between major cities would be extended. 

Equipment manufacturers in Britain, Sweden, Switzerland and the U.S. probe 
ably will be in the running for orders. Norway's credit status is strong. 

There is talk that Norway may be angling for a private loan in New York. 
Meanwhile, the U.S. Export-Import Bank is completing arrangements to lend her 
$50,000,000. This amount already is "earmarked" for Norway on the Bank's books. 














A near neighbor, Holland, also is looking overseas for help. 

The Dutch are in the market for many vital materials. 

For example, they will need 1,300,000 tons of rolled steel in 1947. Home 
mills can supply barely half this tonnage. The Dutch used to get most of their 
steel from Germany. Now steel is short just about everywhere and the Dutch are 
shopping in the U.S., Britain, Czechoslovakia and Belgium. 








But Holland now is getting choosier in her British trade, in which she has 
been running a deficit ever since the war's end. 

She wants either to increase her exports to Britain or to reduce her im- 
ports from there. Britain is willing to take more Dutch products--mainly food-- ; 
but at bargain rates. Holland's fresh produce used to go largely to Germany, now 
has a limited market. So, Holland is upset by hard bargaining of the British. 


The Dutch are showing reluctance to piling up further sterling debts. The 
Danes have shown much the same feeling in recent months. 














Holland, Denmark, Norway and Belgium again are generating interest in U.S. 
financial circles after a lapse of six months. 

Last summer U.S. financiers made some tentative starts toward loan arrange- 
ments with these countries, then drew back after the stock market slump. 

But good reception for several Australian issues floated in the U.S. again 
revives the question of private loans to countries with A-l credit standing. | 

Holland and Denmark both have made applications for loans to the World Bank. 
Slowness of the Bank in getting started gives U.S. financiers another chance to 
make direct loans to selected countries in Western Europe. 











The World Bank is not supposed to cut out private loans but rather to sup- 
plement them, particularly in the riskier cases. 

But competition of a sort could exist between the Bank and U.S. investment 
bankers, since, theoretically, the Bank stands ready to consider loans if pri- 
vate arrangements cannot be completed. Borrowers thus can fall back on the Bank. 

This means that interest rates on private loans to these. countries could 
not be set too high. The Australians were charged 3% per cent for 10-year bonds. 

But the economic strength of these Western European countries may be con- 
sidered so uncertain by the U.S. investing public that fairly high interest 
rates might have to be attached to their bonds to stimulate sales. 

That's the dilemma troubling the financiers and that's the reason any teste 
ing of the U.S. private market for loans will be on a small scale. 























JURISDICTION OVER ATOM BOMB 
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Opposing views of U.S. and Russia on locating control 


(Text of addresses by Warren R. Austin, U.S. repre- 
resentative, and Andrei A. Gromyko, Soviet representa- 
tive, before the United Nations Security Council, Lake 
Success, N. Y., Feb. 11, 1947, on whether the Atomic 
Energy Commission or the proposed disarmament com- 
mission should have jurisdiction over the atomic bomb. 
The Security Council, with Russia and Poland abstaining, 
voted in favor of the American proposal to place juris- 
diction in the Atomic Energy Commission.) 


By Warren R. Austin 


E COULD HARDLY go forward with a part of this reso- 

lution and leave out that part which we consider abso- 
lutely essential in the effort toward abolition of war. Really, 
the matter that we are engaged in, the setting-up of this 
commission, has to do directly and intimately with that grand 
objective of the abolition of war. 

The procedure for prohibition of atomic weapons and 
their .complete withdrawal from the use of mankind, and 
the other element of the general resolution which we are 
considering—namely, regulation of armaments and _ possible 
disarmament relating to other weapons than those which 
are called major weapons of mass destruction—constitutes 
one of the most essential steps toward the abolition of war. 
Therefore, if we should succeed in setting up a commission, 
as we are undertaking to do, having its jurisdiction clearly 
defined, so clearly defined that we will not create a collision 
between a disarmament commission already existing and a 
new one that we are setting up, we would certainly make 
great progress toward the abolition of war. 

I am certain that the General Assembly would never have 
agreed that the Security Council should set up a new com- 
mission which would have authority to encroach upon the 
jurisdiction of the Atomic Energy Commission. 

Mr. President, the Security Council certainly has substan- 
tial authority in the field of atomic energy and can delegate 
that authority if it sees fit to do so. What the United States 
insists on is that it should not delegate to the proposed com- 
mission any authority in the field which has been set aside 
as the jurisdiction of the Atomic Energy Commission. We 
insist that this is essential. 

I think it is clear from the discussions we have had up to 
date that the Soviet Union is not willing that the new com- 
mission should be expressly barred from considering matters 
which have been assigned to the Atomic Energy Commission. 
I make no attempts to assign a reason for that refusal, but 
it is clear that one reason might be an intention on the part 
of the Soviet Government to introduce proposals into this new 
commission which appropriately fall within the terms of refer- 
ence of the Atomic Energy Commission. The discussions we 
have held here have strengthened the determination of my 
Government not to agree to terms of reference which would 
allow any member of the U.N. such an opportunity. 

The Soviet Union contended throughout General Assembly 
consideration of this matter that—this is a quotation from 
my distinguished friend, Mr. Gromyko, with whom I have 
really enjoyed the process of negotiation; we have not had 
a bitter moment in it all, and our friendship grows greater 
every day—I am quoting from him, as shown by the Journal, 
No. 63, Supplement A-A/P. V./63, page 667, General 
Assembly Plenary, Dee. 14, 1946, the day that this resolution 


was adopted, and this was his position, and if I understand 

all of our numerous discussions, this remains to be his position: 

-  “,.. Information on military forces at home can only 
be justified in the case that it is required at the same time 
as the information on armaments . . . however much this 
information (on military personnel) . . ."—that is thrown 
in by me; that is not part of his letter—“However much 
this information may be of interest to the General As- 
sembly or to the Security Council before the consideration 
of the question of the general reduction of armaments, the 
value of such information would not be very great if we 

did not receive at the same time the submission of all 

information concerning armaments, having in mind all 

types of armaments, and including therein the new types 
of armaments for mass destruction.” 

This position was maintained by the Soviet Union even 
after other members refused to accept it, and the resolution 
on information on armed forces was adopted by the General 
Assembly with the Soviet Union still holding to its position. 

Holding this view regarding information on armed forces— 
with any member of the Security Council holding this view 
with respect to that matter—it is not impossible, it might be 
argued in the proposed new commission, that its terms of 
reference did include recommending to the Security Council 
to request information on armaments, including atomic 
weapons. I think it bears the interpretation that it expressly 
says so. In this situation, it is believed that the phrase in 
question, the first underscored phrase in the resolution, that is, 
“in so far as these resolutions relate to armaments within the 
new commission's jurisdiction,” should be retained. 

Now, he said, it is unnecessary. We can hardly believe that, 
in view of the record. We have a declaration that is positive 
and clear and unequivocal, and if we were to accept the 
alternate language, there would be no restriction at all. 

In this situation, it is believed that the phrase in question 
should be retained in order that there may be no doubt that 
such a recommendation, if directed toward atomic weapons, 
is not within the competence of the new commission. 

We are engaged in a grave undertaking. We are making 
an important step toward the abolition of atomic weapons 
and other mass destructive weapons, as well as this further 
step of disarmament with respect to conventional arms. This 
is a grave step and it should not be confused and retarded 
by any opening here to start a new debate, to prolong dis- 
cussions over procedure and jurisdiction. Jurisdiction should 
be settled now, once and for all, clearly, in order that we 
may start from scratch, knowing where we are headed for. 
We wish to be migrants, not vagrants. 

The terms of reference of the new commission should be 
so clear that the new commission cannot legally call for 
information regarding weapons and armaments and those 
other matters which fall within the competence of the Atomic 
Energy Commission, as determined by the General Assembly 
resolutions of 24 January 1946 and 14 December 1946. The 
plan of work which the commission should submit to the 
Council for approval should not be susceptible of an inter- 
pretation so unlimited that the information which the states 
members should be called upon to furnish could include 
information regarding atomic bombs, or any other major 
weapons adaptable to mass destruction. 

To the Atomic Energy Commission, and to it alone, is 
entrusted the duty of proceeding—and this is a quotation 
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from its terms of reference—“with the utmost dispatch and 
inquire into ail phases of the problem”—and, remember, that 
is all phases of the problem—“and make such recommenda- 
tions from time to time with respect to them as it finds pos- 
sible.” 

Information to insure the implementation of the resolution 
of the General Assembly of 14 December 1946 should be 
clearly limited in the new commission, so that it will not 
relate to atomic weapons and all other major weapons adapt- 
able to mass destruction, because we see that those are the 
particular affairs that are assigned to the Atomic Energy 


Commission. I am willing to repeat this time after time in 


order that this may be clear. 

I have suffered from whatever opprobrium follows repeti- 
tion. I have taken the advice of my associates in this smaller 
committee and have deleted repetition where it could be done 
without loss to the principle involved. But we have gone to 
the end of the cable tow. We can go no further in deletions. 
We have examined to see if there were anything else that 
could be deleted here in order to simplify the conditions that 
will guarantee the security of the Atomic Energy Commission 
from invasion, and we find it impossible to take more out 
than we have taken, without crippling the whole effort. 

Now the work already done and reported on in the first 
report of the Atomic Energy Commission, approved by 10 
member states out of 12, should not* be undonegthrough the 
medium of a new commission. That work should be expedited, 
as recommended in the resolution on the principles governing 
the general regulation and reduction of armaments. 

More than half of the resolution is devoted to “those matters 
which fall within the competence of the Atomic Energy Com- 
mission.” Would not this resolution we now have under con- 
sideration be a strange act of the Security Council if it merely 
set up a commission enabled to—I am quoting from the short 
text—”" .. . insure the implementation of the above-mentioned 
resolutions of the General Assembly of 14 December 1946. . .” 
Consider that. 

What kind of an act would that be for the Security Council 
to do, in view of the fact that more than half of that resolution 
was devoted to the other cause—namely, the prohibition of 
atomic weapons and other major weapons of mass destruction? 
If we should ever pass such a resolution, we would be open 
to the possibility of being confronted with the interpretation 
that this major part of the resolution of December 14, relating 
to atomic energy mass destruction, was comprehended in this 
resolution and vested in the new commission. What confusion! 

Without the qualifying underlying phrases, such an argu- 
ment would be quite plausible because of the language which 
is so broad, to implement all that is contained in that resolu- 
tion. That is why we have to define later, in the third under- 
scored paragraph, this jurisdiction, by saying: 

“Those matters which fall within the competence of 
the Atomic Energy Commission as determined by the 
General Assembly resolutions of 24 January 1946 and 
14 December 1946 shall be excluded from the jurisdic- 
tion of the commission hereby established.” 

Clear!» Definite! Precise! Makes certain! Leaves no room 
for doubt! Certainly leaves no room for some country to 
advance, later, after this commission has been set up under 
a general clause like that in the right-hand column here, to 
come forward and claim: “Now we have a question relating 
to what kind of weapons. They have not been defined. Let 
us go to work on that and fight that out. What kind of weapons 
does this commission have jurisdiction over?” 

Now since another body created by the General Assembly, 
to wit, .the Atomic Energy Commission, has been vested with 
the duty to implement the major part of the resolution, it is 
a matter of principle not to permit the over-lapping or deroga- 
tion of its functions. That body ought not to be impeded or 
hindered. It ought to be encouraged and aided. What it has 
accomplished of a general nature ought to be used as the 
basis of progress to more specific recommendations. 
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By Andrei A. Gromyko 


The representative of the United States, Mr. President, 
during the examination of the points contained in Paragraph 
3 of the draft resolution now before us proposed a series of 
additions, and it can be seen, if these additions are studied, 
that all the additions are concerned with one single question: 
Namely, the relation between the Atomic Energy Commis- 
sion and the new commission which is to prepare recom- 
mendations for the implementation of the General Assembly 
resolution on the principles governing the regulation and 
reduction of armaments and armed forces. All these proposals 
submitted by the U. S. delegation relate to this one question— 
the rights and powers of the Atomic Energy Commission and 
its relations with the proposed disarmament commission. 

While the Council is faced with this task of expediting the 
implementation of the General Assembly resolution on the 
regulation and reduction of armaments and armed forces, a 
proposal is made which tends to divert our attention from this 
fundamental task of the Security Council. 

If one takes Paragraph 3 of the draft resolution which has 
resulted from the informal discussion, it is not hard to see 
that attention is drawn mainly in this paragraph not to the 
question of the rapid implementation of the General Assembly 
resolution on the general regulation and reduction of arma- 
ments and armed forces—not, I say, to this fundamental ques- 


‘tion, but to the question of the powers and functions of the 


Atomic Energy Commission and the relations between that 
commission and the new disarmament commission. 

This paragraph of the resolution, with the United States 
additions, draws attention chiefly to these procedural ques- 
tions. Why, Mr. President, should this question be raised, in 
view of the fact that it has been settled by resolutions of the 
General Assembly, by the two resolutions of the 24th of 
January, 1946, and of the 14th of December, 1946? 

In these resolutions of the General Assembly, the rights 
and functions and tasks of the Atomic Energy Commission 
are stated precisely. They are stated in general terms, but 
they are stated perfectly clearly. This refers particularly to 
the resolution of the 24th of January, 1946, which clearly 
states what are the subjects with which the Atomic Energy 
Commission should deal, what are the problems upon which 
the Atomic Energy Commission is to report to the Security 
Council. 

The resolution of the 14th of December also protects quite 
adequately the powers of the Atomic Energy Commission, 
under the terms of these two resolutions. This resolution also 
clearly states what are the tasks incumbent upon the United 
Nations which fall within the competence of the Security 
Council and the Atomic Energy Commission in this field of 
the general regulation and reduction of armaments and 
armed forces . . . 

Furthermore, the proposals made by the United States, and 
stubbornly insisted upon by the U. S. delegation in this Council, 
are unacceptable for another reason—because, seen quite 
objectively, they create opposition between one organ of the 
U.N. and another. If one reflects carefully. on Senator Austin’s 
remarks as regards Paragraph 3 of the resolution before us, it 
is clear that the U. S. delegation is creating opposition between 
the Atomic Energy Commission, on the one hand, and the 
commission which we desire and hope to be able to set up to 
implement the Assembly resolution of the 14th of December. 

This artificial opposition between the two commissions also 
diverts our attention from the fundamental task which lies 
before the Council, and focuses our attention on purely or- 
ganizational, procedural questions. Can we consider such pro- 
posals as useful? Do they contribute to the rapid implementa- 
tion of the resolutions adopted by the General Assembly? 

The Soviet delegation considers that these proposals do 
not help toward the rapid implementation of the Assembly 
resolution on the general regulation and reduction of arma- 
ments and armed forces. The resolutions adopted by the 














General Assembly do not speak separately of provisions gov- 
erning atomic weapons, on the one hand, and other con- 
ventional weapons, on the other. Atomic arms are mentioned 
within the general framework of arms and armaments, and 
there is no opposition in these resolutions of the General 
Assembly, as there is in the U.S. proposals, between atomic 
arm, on the one hand, and armaments of other kinds, on the 
other. There is no attempt to speak, first of all, of atomic 
weapons and then, in the second place, of other weapons. 

It is only the United States proposal which makes this kind 
of distinction. It cannot be argued that the proposal submitted 
by the United States delegation limiting the proposed new 
commission to so-called conventional weapons is based upon 
or justified by the terms of the resolution of the General 
Assembly. The reason is quite simple. It is because this ques- 
tion of a distinction between these two types of weapons is 
not raised by the resolution of the General Assembly. 

During the sessions of the General Assembly, the ques- 
tion was not raised at all. It may be that the United States 
delegation harbored the intention to raise this question but 
was late in doing so. I do not know about that. But it is per- 
fectly well known that in the Assembly meeting, neither the 
United States delegation nor any other delegation raised this 
question of an opposition between atomic weapons on the one 
hand and so-called conventional weapons on the other hand 
in respect of the task of the United Nations in the field of 
the regulation and reduction of armaments. 

The resolution of the General Assembly laid down a task, 
defined the task of the U. N. in respect of the general regula- 
tion and reduction of armaments and armed forces, including 
atomic weapons. This is the task set by the General Assembly. 

The Council, I submit, Mr. President, must be guided in its 
decisions by these resolutions of the General Assembly and 
carry out carefully the tasks contained and defined in those 
resolutions .. . 

And now, we are told that in this draft resolution there 
must be included a provision—no, two or three or four pro- 
visions—concerning the relations between the Atomic Energy 
Commission and the new disarmament commission. Repre- 
sentatives. who insist upon the inclusion of these provisions— 
and I repeat, several are proposed—obviously do not hold a 
very high opinion of the Atomic Energy Commission, for 
they are trying to defend its rights, its powers, its privileges, 
its prestige. 

But against what is the Atomic Energy Commission to be 
defended? Persons who take this view make no distinction 
between those places where the defense of the Atomic Energy 
Commission is needed and those where it is not. Wherein is it 
necessary for the Council to deal with this question of the 
relations between the Atomic Energy Commission and the new 
disarmament commission? The question, I submit, is really 
quite a different one. Some delegations seem to think that it is 
better to include provisions of this kind, the kind underlined in 
our text—just in case—to avoid any possible future encroach- 
ment up the rights of the Atomic Energy Commission. 

Senator Austin—and I listened to him very attentively—left 
no doubt in my mind that this is his interpretation, his view. 
His proposal envisaged a future possible situation in which 
the Soviet Union might be considering measures undesirable 
to the United States. It is for this reason that the United 
States delegation wishes the inclusion of these clauses on the 
relations between the two commissions in these resolutions. 

It is thus.that we are to understand the motives which 
impel Senator Austin to insist so stubbornly upon these clauses 
in the resolution. 

It usually happens, Mr. President, that when a proposal 
is defended on the grounds of some future prognosis of what 
may happen, it is because it lacks any convincing basis in 
fact. I leave it to each of the representatives of the Council to 
determine whether these proposals underlined in our text are 
based upon a true evaluation of the facts of the situation or 
only upon a prognosis of the future. 


Senator Austin has remarked that various interpretations 
are possible for the resolution of the General Assembly, and, 
for this reason, it is desirable to include in our resolution the 
interpretation of those resolutions which is favored by the 
United States delegation. It is the opinion of the Soviet dele- 
gation that varying interpretations are, indeed, possible as re- 
gards the powers of the Atomic Energy Commission and the 
relations between the Atomic Energy Commission and the 
future disarmament commission. For this reason, the question 
must certainly be settled. 

But, Mr. President, in settling this question, we have to be 
guided, I submit, by the resolutions of the General Assembly 
which determine the task of the organs of the United Nations, 
and only by such resolutions .. . 

The Soviet delegation has, in the past, and will, in the 
future, oppose any and every attempt to divert the attention 
of the Security Council from its fundamental task. It will 
oppose any and every attempt to focus the attention of the 
Council on the Secondary, artificial, and, indeed, nonexistent 
and chimerical questions. 

It is for this reason that the Soviet delegation considers that 
the adoption of these American proposals by the Security 
Council is not only unnecessary; we believe also, that it would 
be harmful and that it would delay the Council in its task 
of implementing the resolution of the General Assembly on 
the general regulation and reduction of armaments and 


armed forces. 


Text of U.N. Arms Resolution 


(Text of resolution on general regulation and reduction 
of armaments approved by the United Nations Security 
Council at Lake Success, N. Y., Feb. 13, 1947, by a vote 
of 10 to 0, Russia abstaining.) 


The Security Council, having accepted the resolution of 
the General Assembly of 14 December 1946, and recognizing 
that the general regulation and reduction of armaments and 
armed forces constitute a most important measure for strength- 
ening international peace and security, and that the imple- 
mentation of the resolution of the General Assembly on this 
subject is one of the most urgent and important tasks before 
the Security Council, 

Resolves: 

(1) To work out the practical measures for giving effect to 
the resolutions of the General Assembly on 14 December 
1946, concerning, on the one hand, the general regulation 
and reduction of armaments and armed forces and the es- 
tablishment of international control to bring about the re- 
duction of armaments and armed forces and, on the other 
hand, information concerning the armed forces of the U. N.; 

(2) To consider as soon as possible the report submitted 
by the Atomic Energy Commission and to take suitable deci- 
sions in order to facilitate its work. | 

(3) To set up a commission consisting of representatives of 
the members of the Security Council with instructions to pre- 
pare to submit to the Security Council within the space of not 
more than three months the proposals: 

(A) For the general regulation and reduction of arma- 
ments and armed forces and 

(B) For practical and effective safeguards in connection 
with the general regulation and reduction of armaments which 
the commission may be in a position to formulate in order to 
ensure the implementation of the above-mentioned resolutions 
of the General Assembly of 14 December 1946, in so far 
as these resolutions relate to armaments within the new 
commission's jurisdiction. 

The commission shall submit a plan of work to the Council 
for approval. 

Those matters which fall within the competence of the 
Atomic Energy Commission as determined by the General 
Assembly resolutions of 24 January 1946 and 14 December 
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1946 shall be excluded from the jurisdiction of the commis- 
sion hereby established. 

The title of the commission shall be the Commission for 
Conventional Armaments. 

The commission shall make such proposals as it may deem 
advisable concerning the studies which the Military Staff 
Committee and possibly other organs of the United Nations 
might be asked to undertake. 


(4) To request the Military Staff Committee to submit to 
it, as soon as possible as a matter of urgency, the recommen- 
dations for which it has been asked by the Security Council 
on 15 February 1946 in pursuance of Article 43 of the Charter 
and, as a first step, to submit to the Security Council not later 
than 30 April 1947 their recommendations with regard to 
the basic principles which should govern the organization of 
the United Nations armed forces. 





Canadian-U. S. Accord on Joint Defense 


(Text of a Canadian-United States announcement on 
joint defense measures, Washington, Feb. 12, 1947.) 


FS Pry sapere was made in Ottawa and Washington today 

of the results of discussions which have taken place in 
the Permanent Joint Board on Defense on the extent to which 
the wartime co-operation between the armed forces of the 
two countries should be maintained in this postwar period. 

In the interest of efficiency and economy, each government 
has decided that its national defense establishment shall, to 
the extent authorized by law; continue to collaborate for 
peacetime joint security purposes. The collaboration will 
necessarily be limited and will be based on the following 
principles: 

(1) Interchange of selected individuals so as to increase the 
familiarity of each country’s defense establishment with that 
of the other country. 

(2) General co-operation and exchange of observers in con- 
nection with exercises and with the development and tests of 
material of common interest. 

(3) Encouragement of common designs and standards in 
arms, equipment, organization, methods of training and new 
developments. As certain United Kingdom standards have 
long been in use in Canada, no radical change is contem- 
plated or practicable and the application of this principle 
will be gradual. 

(4) Mutual and reciprocal availability of military, naval 
and air facilities in each country; this principle to be applied 
as may be agreed in specific instances. Reciprocally each 
country will continue to provide with a minimum of formality 
for the transit through its territory and its territorial waters 
of military aircraft and public vessels of the other country. 

(5) As an underlying principle, all co-operative arrange- 
ments will be without impairment of the control of either 
country over all activities in its territory. 

While in this, as in many other matters of mutual concern, 
there is an identity of view and interest between the two 


countries, the decision of each has been taken independently 
in continuation of the practice developed since the establish- 
ment of the Joint Defense Board in 1940. 

No treaty, executive agreement or contractual obligation 
has been entered into. Each country will determine the ex- 
tent of its practical collaboration in respect of each and all 
of the foregoing principles. Either country may at any time 
discontinue collaboration on any or all of them. Neither 
country will take any action inconsistent with the Charter of 
the United Nations. The Charter remains the cornerstone of 
the foreign policy of each. 

An important element in the decision of each government 
to authorize continued collaboration was the conviction on 
the part of each that in this way their obligations under the 
Charter of the United Nations for the maintenance of inter- 
national peace and security could be fulfilled more effectively. 

Both governments believe that this decision is a contribu- 
tion to the stability of the world and to the establishment 
through the United Nations of an effective system of world- 
wide security. With this in mind, each government has sent 
a copy of this statement to the Secretary-General of the United 
Nations for circulation to all its members. 

In August 1940, when the creation of the Board was jointly 
announced by the late President Roosevelt and Prime Min- 
ister (W. L. Mackenzie) King, it was stated that the Board 
“shall commence immediate studies relating to sea, land and 
air problems, including personnel and material. It will con- 
sider in the broad sense the defense of the north half of the 
Western Hemisphere.” 

In discharging this continuing responsibility the Board’s 
work led to the building up of a pattern of close defense co- 
operation. The principles announced today are in continuance 
of this co-operation. It has been the task of the governments 
to assure that the close security relationship between Canada 
and the: United States in North America will in no way impair, 
but on the contrary will strengthen, the co-operation of each 
country within the broader framework of the United Nations. 





BRITAIN’S PLAN FOR PALESTINE 


Memorandum designed to reconcile Arab and Zionist differences 


(Text of the British Government’s proposals to the 
Arabs and Zionists for a solution of the Palestine prob- 
lem, London, Feb. 10, 1947.) 


(1) Article Il of the mandate for Palestine defines the 
responsibilities of the mandatory power in the following 
terms: 

(a) To place the country “under such political, adminis- 
trative and economic conditions as will secure the establish- 
ment of the Jewish national home as laid down in the pre- 
amble.” 
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(b) To place the country under such conditions as will 
“secure the development of self-governing institutions.” 

(c) To safeguard the civil and religious rights of all in- 
habitants of Palestine irrespective of race and religion. 

Article VI of the mandate, which deals with Jewish immi- 
gration and the settlement of Jews on the land, reads in part 
as follows: 

“The administration of Palestine, while insuring that the 
rights and position of other sections of the population are 
not prejudiced, shall facilitate Jewish immigration under suit- 
able conditions. ; 
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(2) During the last 25 years efforts have been made by 
the mandatory Government to associate the population of the 
country with the administration, but these have invariably 
broken down because it has not been possible to find a basis of 
co-operation acceptable to both Arabs and Jews. It has there- 
fore not been possible to establish political institutions leading 
toward self-government. . 

(3) A time has come when development in the direction 
of self-government can no longer be delayed. So long as 
government is imposed from without, neither community 
has the incentive to develop that sense of responsibility 
without which the two peoples in Palestine cannot live 
together in harmony. 

Forms of government must therefore, be established which 
have their roots in the people of the country and which offer 
a prospect of full independence within a reasonably short 
period. 

(4) To this end, it is proposed that the people of the 
country shall be given a large measure of responsibility for 
local affairs and shall be associated with the central Govern- 
ment as soon as the new policy is put into effect; that British 
participation in the Government shall not continue for longer 
than is necessary to effect the transition from trusteeship to 
complete independence; and that a definite time limit shall 
be fixed for this period of transition. The period suggested is 
five years. In other words, it is proposed that His Majesty's 
Government should administer a five-year trusteeship over 
Palestine with the declared object of preparing the country 
for independence. 

(5) Under these proposals, His Majesty's Government 
would be carrying on the obligations which already rest upon 
them under the mandate. At the same time, they would be 
looking forward to an early termination of the trust and would 
be acting in full conformity with the provisions of Article 76 
of the United Nations’ Charter. 

If it emerged from the present discussions that the initiation 
of such a policy would command substantial acquiescence from 
both communities ‘in Palestine, interim arrangements in har- 
mony with this policy could no doubt be made in advance of 
its formal approval by the United Nations. 

(6) The essential features of the proposed trusteeship 
agreement are outlined in succeeding paragraphs. 

(7) Areas of focal administration would be delimited in 
such a way as to include in each a substantial majority either 
of Arabs or of Jews. To the local administrations, the central 
Government would devolve a wide range of powers, legisla- 
tive, administrative and financial, including some share in the 
responsibility for the police. As the local administrative boun- 
daries would not have the character of state frontiers, it would 
not necessarily follow that all the Arab or all the Jewish ter- 
ritory need be contiguous. 

(8) Safeguards would be provided for the rights of the 
Jewish population in the Arab areas and of the Arab population 
in the Jewish areas. The rights of these minorities would in- 
clude: 

(a) Adequate representation in local legislatures; (b) a 
reasonable proportion of posts in the local administration; 
(c) freedom of religious practice in accordance with the 
status quo, including the maintenance of separate religious 
courts for matters of personal status; (d) the right to maintain 
their own educational institutions; (e) the right to use their 
own language in their communications with the administration 
in courts of law. 

It would: be a special responsibility of the High Commis- 
sioner to insure the maintenance of these rights. 

(9) The British delegation cannot accept the contention 
of the representatives of the Jewish Agency that the rate of 
Jewish immigration into Palestine as a whole should be deter- 
mined by the Jews alone. Nor can they accept the demand of 
the Arab delegations that all Jewish immigration into Palestine 
should cease forthwith. They do not contemplate either a 
settlement which would bring to an end the development of a 


Jewish national home or the admission of Jewish immigrants 
without reference to the effect of their entry on the rights and 
position of the population of the country. And the provisions 
made for future Jewish immigration must rest upon considera- 
tion for the well-being of Palestine as a whole. 

(10) With this end in view, the trusteeship agreement 
would provide for Jewish immigration at a rate of 4,000 
monthly for a period of two years. This would guarantee the 
entry of approximately 100,000 additional Jewish immigrants. 
During the remainder of the period of trusteeship, the continu- 
ance of immigration and the rate of entry would be deter- 
mined, with due regard to the principle of economic absorp- 
tion capacity, by the High Commissioner in consultation 
with his advisory council; and, in the event of a disagreement, 
the final decision would rest with an arbitration tribunal 
appointed by the United Nations. 

(11) Control over transfers of land, including the power 
to amend existing land-transfers regulations, would be con- 
ferred on local authorities. 

(12) The High Commissioner would continue to exercise 
the supreme legislative and executive authority. He would, 
however, endeavor to form an advisory council so composed 
as to include representatives not only of Arab and Jewish local 
administrations but also of labor and other organized interests. 
Despite this composition, it is probable that the voting in the 
advisory council would tend at first to follow communal lines, 
Since, however, the functions of the council would be advisory 
and not legislative, the High Commissioner would be required 
to give due attention to the views of minorities. On the conclu- 
sion of the trusteeship agreement, the Jewish members of the 
advisory council would supersede the Jewish Agency for Pal- 
estine as the official channel of communication between the 
Jewish community and the High Commissioner. 

(13) During the period of trusteeship, the High Com- 
missioner would introduce Palestinians into his executive 
council and would progressively increase the proportion of 
Palestinian members in that council. 

(14) It would be the duty of the central Government to 
stimulate the economic development of the country through 
the agency of development boards including both Arab and 
Jewish members. 

(15) The central Government would be responsible for 
insuring that adequate provision was made by local admin- 
istrations for the enforcement of minimum wage rates and 
conditions of labor. 

(16) At the end of four years, a constituent assembly would 
be elected. If an agreement was reached between a majority 
of the Jewish representatives and a majority of the Arab 
representatives in the constituent assembly, the High Com- 
missioner would proceed forthwith to take whatever steps 
were necessary to establish the institutions of the independent 
State. 

(17) In the event of a disagreement in the constituent 
assembly, the various drafts prepared for its consideration and 
the record of its debates would be submitted to the Trustee- 
ship Council, which would be asked to advise upon future 
procedure. 

(18) Throughout the period of mandatory rule in Palestine, 
it has been the object of His Majesty’s Government to lay 
the foundations for an independent Palestinian state in which 
Arabs and Jews would enjoy equal rights. The state of tension 
between the two peoples which has existed hitherto has con- 
tinually thwarted the attempts of the mandatory power to 
progress toward this end. His Majesty's Government are not 
prepared to continue indefinitely to govern Palestine them- 
selves merely because the Arabs and the Jews cannot 
agree upon the means of sharing its government between 
them. The proposals contained in the present memorandum 
are designed to give the two peoples an opportunity of dem- 
onstrating their ability to work together for the good of Pales- 
tine as a whole and so providing a stable foundation for an 
independent state. 
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Party Crisis in Britain 
May Force Out Bevin 


British businessmen fear that this 
winters coal crisis and industrial 
shutdown will be repeated next year 
and the year after unless the winter 
weather then is unusually mild. Even 
though coal production may rise, 
there is serious doubt that it can be 
increased enough to meet current 
demand and still allow for sufficient 
stockpiling in advance of winter in 
1948 and possibly 1949. 
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There is nothing in the present sit- 
uation in Britain to indicate that the 
domestic problems have weakened 
the Labor Government. Any possibil- 
ity of a coalition government in- 
cluding Conservatives is discounted 
sharply in London. There is talk, 
however, that Foreign Minister Ernest 
Bevin may step down before the end 
of the year. Dissatisfaction inside the 
Labor Party over Bevin’s international 
policies may prompt a Cabinet re- 
organization before the year is out. 
Speculation is heard frequently in 
London over possible choices for the 
Foreign Ministry. 
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Moscow radio has picked up for its 
own use Winston Churchill’s expres- 
sion, “the iron curtain.” Broadcasts in 
Arabic to the Near and Middle East 
are being made under the title, 
“Around the Iron Curtain.” 


o 0 90 


Suggestions made inside the Cabi- 
net that potatoes being destroyed in 
the U.S. be sold to Puerto Rico at 
marked-down prices, probably 50 
cents a hundred pounds, have been 
overruled. Government officials did 
not want to be put in the position of 
selling potatoes abroad at that price 
as long as there was a chance, how- 
ever remote, that American farmers 
might sell in the same market at $2. 
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U.S. Banks Hesitant 
About German Loans 


It is becoming clear that las. year’s 
drought in the Ukraine was much more 
serious to Russia than reports have 
indicated up to now. There is con- 
siderable evidence that the drought 
actually was the most critical in Rus- 
sia in more than 50 years. As a result 
of crop losses in the Ukraine, the Rus- 
sians have had to draw heavily on 
reserve stocks of grains. 
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One of the reasons for announcing 
the military agreement between the 
U.S. and Canada at the time it was 
made public was this: Officials were 
becoming concerned over wild specu- 
lation about the development of U. S. 
bases and weather stations in the 
North. Much of the speculation was 
picked up in Moscow and used as 
ammunition with which to criticize 
both the U. S. and Canada. Announce- 
ment of the details of the agreement 
is counted on to cut off rumors about 
the “inside story” of military relations 
between the two countries. 
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Membership in the Communist 
Party in Russia is growing, rather 
than shrinking as some outsiders pre- 
dicted immediately after the war. 
The 3,500,000 prewar party member- 
ship has gone up to about 6,000,000. 
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Norway is the first country to sign 
a trading agreement with the Soviet 
zone of Germany. Under terms of the 
agreement, the Norwegians will send 
fish and ores into the zone in ex- 
change for fertilizers and chemicals. 
The same Government recently con- 
tracted for $90,000 worth of bauxite 
from the British and American zones. 





Soviet Grain Supply 
Depleted by Drought 


The French public is so disturbed 
over shortages and the generally 
weakened condition of their own 
country that they are saying openly 
they can't be concerned about any 
future plans for Germany. This cir- 
cumstance is having an influence on 
the French Government’s attitude 
toward Allied discussions on reviving 
German industry. 


The U.S. Government is consider- 
ing removing its ban on private loans 
to Germany, but American bankers 
are not displaying much interest in 
the idea. Private loans to Germany 
turned out to be unfortunate invest- 
ments for many of them in the past, 
and some influential bankers say there 
is no immediate prospect of private 
business transactions with the former 
enemy which would warrant the 
extension of short-term credits. 


oo 98 


Germanys currency, reasonably 
stable so far, is causing official con- 
cern now. Germans are using up their 
savings and property at such a rapid 
rate that there are signs an inflation, 
similar to that which followed World 
War I, may break loose in the country. 
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Despite the elaborate announce- 
ments made in advance, it is becom- 
ing doubtful whether the export pro- 
gram for Germany. can get started 
much before the last part of this year. 
Financing of the program is being 
held up awaiting action by the U. S. 
Congress. Several important measures 
upon which the program is hinged 
cannot be started until decisions are 
made at the coming conference of 
Foreign Ministers in Moscow. Mean- 
while, raw materials for putting 
Western Germany’s industries into 
operation are not yet in sight. 
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EVERYONE HAS A POCKETBOOK INTEREST IN WORLD AFFAIRS 





Every advertiser, every WORLD REPORT subscriber, everyone 
has a pocketbook interest in everything that takes place in every coun- 
try of the world. 


America’s pocketbook interest is affected by shortages and change 
in prices of raw materials bought abroad for use in American prod- 
ucts; it is affected by the volume of American products that are sold 
to other countries; and every American’s pocketbook interest is closely 
allied to the prospect of war or continued peace. 


As an advertising medium, WORLD REPORT is 
‘‘tailormade” for companies that want their adver- 
tising messages read by other important companies 
in this country, very many of which are now laying 


plans for expanding their sales both here and abroad. 


WORLD REPORT 


The only magazine of its kind—reporting, interpreting 
and forecasting the news of international affairs 


WORLD BUSINESS MEANS MORE BUSINESS 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20 





My lens reveals a welcome sight 
That tastes like Sunny Morning bright 
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SCHENLEY 


RESERVE 


GET INTO THIS PICTURE OF SUNNY MORNING FLAVOR! 


Picture yourself enjoying life... and the picture’s sure 


to include Schenley Reserve! Its famous Sunny Morning flavor 
gives an extra measure of enjoyment every time. That’s why 


Schenley Reserve is far and away America’s favorite whiskey! 
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RESERVE 


Rare Blended Whiskey 86 PROOF. 65% GRAIN NEUTRAL SPIRITS. COPR. 1947, SCHENLEY DISTILLERS CORP., N. Y. C. 
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